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US  envoy  plans  last  tfotvo  plans  to  list 
f   warning  to  Serbs  shares  on  fewer 
of  Nato  air  sfrkes  stock  exchanges 
Richard  Holbrooke,  the  US  Volvo,  Swedish  automotive 
special  envoy,  is  to  make  a   group,  is  planning  to  scale  back 
last-ditch  mission  to  Belgrade  its  multiple  share  listings  follow- today  to  try  to  convince  Presi-  ing  rising  dealing  costs  and  poor dent  Slobodan  Milosevic  that  liquidity  in  many  of  the  markets 
Nato  will  bomb  his  military  forces  where  it  is  quoted.  Page  15 unless  he  reins  in  their  offensive  „ 

against  Albanians  in  Kosovo.  A   group  of  multinational 

Page  14;  Nato  targets  air  companies  «s  planning  a   fresh 

defences.  Page  2;  Milosevic’s  atteTpt  *°  pave  *he  waV 1or  the 

last  stand,  Page  12  creation  of  pan-European  pen- sion funds  with  a   European  Court 

Fffirush  coalition  set  for  dose  tight  of  Justice  test  case.  Page  16 
Finland's  coalition  government  -   ^   ^ 

appeared  to  be  neck  and  neck  ̂ “ia.tof- me  us  sP°rts  shoe 

with  the  opposition  in  the  general  Tf"  er  “n  " 
election  after  a   disappointing  h   '   3,  9W  S' 

showing  in  eariy  resX  Page  3   '? force  th‘L 1   9   group  to  abandon  a   poison  pill 

US  acts  over  espionage  ‘hysteria’  provision  and  change  its  name 
The  US  government  moved  to  back.  Page  15 

“-£■«- rne 
noises,  dismissing  reports  of  JortSUta  Wd  tor  a   substoS 

r,'SSt  D,SeiaSP'°na9e  *)>%  *•=**  Airways,  one as  hystena  .   Page  14  of  *e  page  1s 
Triumph  for  haltambts  Bank  of  securities  ^ 

plans  to  expand  in  the  US  and 
tend  and  Brian  Jones  from  buj[d  a   European  business  based Britain,  me  taro-member  Breitling  jn  Page  ̂  Orbiter  3   balloon  team,  became 

the  first  balloonists  to  fly  non-  IT  International  Theatres,  Israel's 
stop  around  the  world.  Page  5   leading  cinema  operator,  raised 
    .   .   $41  m   on  Easdaq.  the  pan-Euro- hfssia  aims  to  mend  US  retahons  pean  stock  market  for  growth 
Yevgeny  Primakov.  Russia's  companies,  in  an  offering  four prime  minister,  will  tomorrow  |irnes  subscribed.  Page  18 
start  critical  talks  in  Washington 

in  an  attempt  to  patch  strained  HypoVerelnsbank  supervisory 

relations  with  the  US.  Page  3   board  chairman  Klaus  Goette 

„   ,   ,   _   resigned  to  take  responsibility  for 
Turkey  hopes  for  oil  pipeline  deal  the  German  commercial  bank’s 
Turkey  is  hoping  to  clinch  s   deal  controversial  irwckwnent  in  real- 

tor a   mutti-billion-dollar  pipeline  estate  business.  Page  18 
to  transport  Caspian  oil  from  the 

Azeri  capital  of  Baku  to  its  Medi-  Thailand’s  state-run  Asset
 

terranean  port  of  Ceyhan  before  Management  Corporation  was 

elections  on  April  IB.  Page  4   Jwb ig  winner  in  an  auction  of $6bn  in  bad  debt  seized  from  56 
Pay  deal  for  fiemtan  steel  workers  finance  companies,  buying 

Trade  unions  in  Germany’s  insur-  around  Btl  85.4bn  ($4.95bn) 
ance  sector  and  steel  industry  worth  of  business  loans  for 
have  agreed  on  pay  increases  Bt31bn.  Page  18 
largely  in  line  with  deals  reached  ..  .   .     

in  other  sectors.  Page  2   ABP  and  PGGM.  the  two  arg«t 
Dutcn  pension  funds,  will  this 

’   |lucation  crisis  threatens’  Africa  week  prepare  their  offer  to  con- 
>>ub-Saharan  Africa  faces  a   trol  the  country's  National  Invest- 
"social  breakdown"  unless  urgent  ment  Bank,  amid  suspicions  that 
measures  are  taken  to  tackle  its  they  are  under  pressure  to 
education  crisis,  a   report  by  aid  increase  the  price.  Page  18 
agency  Oxfam  warns.  Page  4   Sw,SSMrni  the  recently  pnvafeed 
Date  set  for  Slovakian  election  Swiss  telecoms  company,  has 

Slovakia  will  elect  a   president  for  abandoned  two  of  its  most  ambi- 

the  first  time  by  direct  popular  tious  overseas  ventures  by  with- 
vote  on  May  15.  Page  2   drawing  from  Investments  in 

.   ..  .   _       l   mobile  telephone  operators  in ChetfeMi  president  eaapes  bomb  |ndia  and  MaIaysia_  Page  17 

Chechen  president  Aslan  Mask- 
hadov  escaped  an  assassination  EFG  Eurobank,  of  Greece, 

attempt  when  a   mine  exploded  attracted  a   record  number  of 

near  his  motorcade  as  it  returned  Greek  investors  with  its  DrIOObn 

to  his  his  palace  in  Grozny.  ($340m)  public  offering.  Page  19 

13-year-dd  boy  in  Ulster  beating  Pernod  Ricard,  the  drinks  group, 

A   13-year-old  boy  suffered  a   said  it  expected  the  French 

paramilitary-style  beating  in  New-  government  to  lift  the  veto  on
 

townards,  Northern  Ireland,  one  the  safe  of  its  Orangina  soft 

of  the  youngest  people  ever  to  drink  business  to  Coca-Cofa. 
suffer  such  an  attack.  Pa9e  17 
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UniCredito  Italiano  in  bid  for  BCf  and 

San  Paolo-IMI  eyes  Banca  di  Roma 

.^7  ■/.  ■■ 

By  Paul  Betts  in  Milan 

A   revolution  in  the  Italian 
banking  industry  was  unleashed 

yesterday  when  two  of  the  coun- 
try's largest  banking  groups 

simultaneously  moved  to  com- 
bine with  two  other  large  Italian 

banks. 

The  separate  bids  were  seen  as 

part  of  the  scramble  for  consoli- 
dation in  the  European  banking 

industry,  especially  in  France 

and  Spain,  and  appeared  to  have 
been  prompted  by  the  fear  of 
large  Italian  banks  that  they 
would  lose  out  in  the  current 

merger  wave. UniCredito  Italiano.  the  coun- 
try's third  largest  banking  group, 

launched  a   share  exchange  offer 
for  Banca  Commercials  Italiana 
(BCD,  its  Milan  rival,  to  form  a 
new  enlarged  banking  group 

called  Eurobanca  with  total 
assets  of  €260bn  <S284bm  and  a 
combined  market  capitalisation 

of  €38.7bn_ 
The  board  of  San  Paolo-IMI. 

Italy’s  largest  banking  group, 
later  approved  a   proposal  to 
merge  with  Banca  di  Roma,  in  a 
deal  also  involving  an  exchange 

of  shares,  to  create  a   new  expan- 
ded group  with  total  assets  of 

€236bn  and  a   combined  market 

capitalisation  of  €30J>bn, 
The  sudden  acceleration  in  the 

consolidation  of  the  Italian  bank- 

ing sector  followed  last .   week’s decision  by  BC1  and  Banca  di 
Roma  to  break  off  merger  negoti- 

ations that  have  been  dragging 

for  the  past  Iff  months. 
The  mergers  would  accelerate 

sweeping  changes  now  occuring 

in  Italy's  traditionally  closed  cor- 
porate culture  as  old  networks 

and  cosy  relationships  collapse 
and  financial  and  industrial 

groups  adapt  to  Anglo-Saxon 
style  takeovers  and  free  market 

capitalism.  UniCredito’s  board, alter  a   meeting  in  a   secret  Milan 
location,  gave  the  go  ahead  for 
a   share  swap  involving  8 
UniCredito  shares  for  5   BCI 

shares. UniCredito  is  offering  a   17.6  per 

cent  premium  to  BCI  sharehold- ers. Its  shares  closed  at  €5.3  on 

Friday,  while  BCI  common 
shares  closed  at  €7JL 
UniCredito,  which  is  being 

advised  by  Lazard.  said  it 
planned  to  launch  the  offer  on 
the  market  between  the  end  of 

May  and  before  the  middle  of 
June,  once  the  operation  has 

been  approved  by  its  sharehold- ers at  an  extraordinary  meeting 
at  the  beginning  of  May. 
However,  the  offer  would  be 

conditional  on  UniCredito  secur- 

ing just  over  50  per  cent  of  BCI 

shares,  the  scrapping  of  BCI’s current  5   per  cent  limit  on  the 

voting  rights  of  any  single  share-  t holder  and  Bank  of  Italy  j 

approval. 
The  Italian  central  bank  has 

already  indicated  it  iavoured  the 
latest  wave  of  banking  consolida- 

tion. 
UniCredito  last  night  said  it 

had  made  its  offer  after  "doing 
everything  to  assure  it  was 

friendly".  There  was  no  immedi- 
ate BCI  reaction. 

UniCredito  and  BCI  each  own 

8   per  cent  stakes  in  Mediobanca, 
the  y.tlao.  investment  bank  that 
has  been  at  the  heart  of  Italian 

finance  for  the  past  four  decades. 
.Although  the  merger  would 

secure  Mediobanca's  sharehold- 
ing structure,  the  investment 

bank  is  understood  to  be  opposed 
to  the  merger.  It  had  pressed  for 
a   merger  between  BCI  and  Banca 
di  Roma. 

Miracles  never  cease,  Page  13 
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Chinese  president  .Hang  Zemin  waves  from  a   gondola  on  a   tour  of  the  grand  canal  hi  Venice  yesterday.  Mr  Jiang,  the 
first  Chinese  leader  to  visit  Italy  in  12  years,  was  on  the  first  leg  of  a   European  tour  visiting  Italy,  Switzerland  aid 
Austria  in  a   bid  to  boost  trade  and  cultural  relations  with  the  region.  Picture:  AP 

Prodi  has  early  lead  as 

four  vie  for  Santer’s  job 
Dutch  and  Portuguese  PMs  among  the  possible  rivals 

By  Pater  Norman  hi  Brussels 

The  field  of  candidates  for  the 

European  Commission  presi- 
dency appeared  to  be  down  to 

four  last  night  as  EU  foreign  min- 
isters meeting  in  Brussels  dis- 
cussed last  week’s  mass  resigna- 

tion of  the  Commission. 
Lamberto  Dini.  Italian  foreign 

minister,  gave  strong  backing  to 

Romano  Prodi.  his  country’s  for- mer prime  minister  and  the  only 
declared  ctm-ivdat  t.  “Ho  is  in  an 
excellent  position.  He  has  a   good 

chance,"  Mr  Dini  said. 
But  the  names  of  Antonio 

Guterres,  Portuguese  prime  min- 
ister. Wim  Kok.  his  Dumb  coun- 

terpart. and  Javier  Solana,  Nato 

secretary-general,  were  circulat- 
ing in  the  corridors  as  possible 

successors  to  Jacques  Santer. 

who  continues  to  serve  in  a   care- 
taker capacity. 

The  nomination  of  the  Commis- 
sion president  is  the  preserve  of 

the  Eli’s  elected  national  leaders 
and  there  was  no  question  of  last 
night’s  meeting  reaching  even 
preliminary  conclusions.  Nor  was 

it  clear  whether  this  week's  Ber- lin summit  would  be  the  occasion 

for  choosing  Mr  Santer’s  succes- sor. Much  will  depend  on  prog- 
ress in  Agenda  2000  negotiations 

on  EU  financial  reform,  which  is 

the  priority  of  Germany,  holder 
of  the  EC’s  rotating  presidency. 
However,  there  was  clearly  a 

desire  among  member  states  for 
the  choice  to  be  made  as  soon  as 

possible"  and  shortly  after  Berlin 
if  no  decision  were  made  at  the 

summit.' 

Mr  Prodi's  candidature 
appeared  to  win  support  from 

Spain  when  Abe!  Matures,  its  for- 
eign minister,  described  him  as 

“a  perfectly  supportable  candi- 
date". But  officials  from  states 

other  than  Italy  and  Spain  cau- 
tioned against  viewing  Mr  Prodi 

as  the  clear  front  runner. 
"Mr  Prodi's  position  will 

become  clear  in  the  next  few 

days."  said  a   member  of  the  UK 
government,  who  said  Mr  Kok 
would  get  wide  backing  if  he 
threw  his  hai  in  the  ring.  Mr 
Prodi  has  the  advantage  of  being 

free  to  take  up  the  position,  but 

1   1   te  the  Eli’s  elected  national  leaders  would  get  wide  backing  if  he  the  Cc 
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launch  of  Unilever 

health-aid  Spread  You  have  a   great  acquisition 

ultimately  the  choice  will  depend 
on  the  unpredictable  dynamics  of 
the  meeting  to  discuss  the  issue. 
Both  Mr  Santer  and  Jacques 
Delors.  his  predecessor,  were 
drafted  to  the  presidency,  offi- 

cials pointed  out. 
In  such  circumstances,  minis- 

ters’ remarks  tended  to  confuse 
rather  than  clarify  the  picture. 

For  example,  the  observation  of 
Jaime  Gama.  Portuguese  foreign 

minister,  that  in  Mr  Guterres  “we have  the  best  Commission  presi- 
dent but  for  national  political 

reasons  he  is  not  available",  left 
the  door  open  for  his  candida- 
ture. 
The  news  that  Mr  Santer  bad 

been  picked  by  Jean-Claude 
Juncker.  Luxembourg  prime  min- 

ister. to  head  the  centre-right  list 

of  his  country's  candidates  for 
European  parliamentary  elec- 

tions in  June  was  sharply  critic- 

ised by  UK  Conservative  MEPs. 
Edward  .McMillan-Scott.  leader  of 
the  Conservative  MEPs.  said  it 

was  ~a  defiance  of  democracy”. 
EU  news.  Page  3 

By  John  Wiflman  In  London 

The  European  Commission  has 

delayed  approval  for  the  sale  of  a 
cholesterol-reducing  margarine 

developed  by  Unilever  because  of 
widespread  public  concern  about 
scientific  manipulation  of  food 

products. Sweden  and  Germany  have 

raised  questions  about  the  safety 

of  the  AngloDutch  group’s 
spread  -   the  first  of  a   new  gener- 

ation of  functional  foods  offering 

health  benefits  akin  to  those  pro- 

vided by  pharmaceuticals. 
Under  EU  legislation  for 

approving  novel  foods,  the  Com- 

|   mission  could  give  the  new I   spread  the  go-ahead  despite  the 

opposition  of  the  two  countries 
because  nine  member  states  have 

!   given  their  approval. 
But  with  public  concern 

mounting  over  foods  containing 
genetically  modified  ingredients, 
the  Commission  has  declined  to 

impose  the  majority  view  in  the 
first  case  where  it  has  been  asked 

to  approve  a   functional  food. 
The  decision  will  give  a   clear 

run  in  Europe  to  Benecol,  a   rival 

product  produced  by  Raisio,  the 
Finnish  food  and  chemicals 

group-  to  be  launched  in  the  UK 
next  week.  Benecol,  on  sale  in 
Finland  since  1995,  needs  no 

go-ahead  from  Brussels  under  the 
rules  for  novel  foods,  introduced 

less  than  two  years  ago. 
Unilever  still  expects  to  be  first 

to  launch  its  spread  In  the  US, 

where  it  will  be  called  Take  Con- 
trol. But  its  debut  in  Europe, 

where  it  trill  be  branded  Flora 

pro-activ,  will  be  delayed  for  six 
to  nine  months  while  further 
tests  demanded  by  Germany  and 
Sweden  are  completed. 

Unilever  had  hoped  to  bring 

Flora  pro-activ  to  market  within 
weeks.  Benecol  is  close  to  launch 
in  several  EU  countries  and  will 

be  marketed  outside  Finland  by 
McNeil  Consumer  Healthcare, 
the  subsidiary  of  Johnson  & 
Johnson  of  the  US. 

Two  weeks  ago,  Unilever’s Dutch  subsidiary  started  court 
proceedings  in  The  Hague 
against  Benecol,  alleging  the name  and  marketing  of  the  | 

spread  was  too  dose  to  its  own 

market-leading  Be  cel  brand. 
The  move  was  seen  as  a   delay- 

ing tactic  and  Raisio  rejected  the 
claim,  saying  both  trademarks 
had  co-existed  in  the  Finnish 

marketplace  for  more  than  three 

years  without  confusion. 
Functional  foods  are  expected 

to  provide  a   boost  for  stagnant 
food  sales  in  western  economies, 

with  the  European  market  fore- 
cast to  be  worth  £2bn  (S3-26bn) 

within  four  years  by  the  UK’s 
Leatherhead  Food  Research  cen- 

tre. The  cholesterol-busting  mar- 

garines offer  manufacturers  the 
prospect  of  much  higher  margins 
-   Benecol  is  on  sale  in  Finland  at 

six  times  the  price  of  conven- 

tional spreads. However,  the  Commission 
wants  to  establish  a   consensus 
on  the  benefits  of  mixing  food 
and  health  benefits  before 

approving  the  new  spread. 

opportunity. 
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KOSOVO  CRISIS  •   WESTERN  ALLIANCE  PLANS  ASSAULT  ON  BELGRME’S  MIUTARY  MACHINE  •   SERBS  SWEEP  THROUGH  KOSOVO 

Nato  targets 

Milosevic’s air  defences 
By  Alexander  Pticofi  in  London 
and  Guy  Dbanare  m   Belgrade 

A   blistering  attack  on 

Serbia’s  air  defences  with cruise  missiles  and  bombing 

raids  would  be  likely  to  form 
the  first  phase  of  Nato 
strikes  against  Yugoslav 
President  Slobodan  Milos- 

evic, military  experts  said 
yesterday. 
The  alliance  bas  between 

350  and  400  aircraft,  includ- 
ing F-117  stealth  fighters  and 

B-52  bombers,  ready  to  take 
part  and  would  want  to 
ensure  they  could  operate  as 

safely  as  possible.  “It  will  be 
essential  to  degrade  their 
surface-to-air  missile 
systems  so  that  we  enjoy 

complete  air  superiority,"  a senior  officer  said. 
A   Pentagon  official  said 

last  week  that  Yugoslavia  - 
which  comprises  Serbia  and 

Montenegro  -   had  a   “robust, 
highly  integrated,  well- 
equipped  air  defence  system 

operated  by  well-trained 

people”.  It  had  Soviet-made 
SA-6,  SA-3  and  SA-2  missiles 
as  well  as  shoulder-fired  mis- 

siles, and  over  2,000  anti-air- 

craft guns.  “They  have  well 
trained  air  defence  corps  and 
they  bave  been  rehearsing 
and  training  fairly  aggres- 

sively in  the  last  several 

weeks." 

As  Serbia  built  up  its 
forces  in  Kosovo  last  week, 
missile  launchers  were  being 
moved  around,  perhaps  in 

preparation  for  Nato  attacks. 
The  Pentagon  said  there 
were  some  16  Serbian  battle 

groups  in  the  province. 
Nato’s  aim  would  be  to 

persuade  Mr  Milosevic  to 
return  to  peace  talks 
through  a   short  burst  of 
strikes,  perhaps  lasting  only 
a   few  days.  But  it  also  bas 
plans  for  more  extensive 
raids  on  military  targets.  Mr 

Milosevic's  military  chiefs 
have  an  idea  of  the  potential 

damage  because  Nato  gener- 
als briefed  them  last  October 

as  part  of  diplomatic  pres- 
sure which  brought  a   tempo- 
rary agreement. 

It  is  unclear  to  what 
extent  Nato  would  aim  to 

stop  the  current  Serbian 
offensive  within  Kosovo 

itself,  or  whether  it  would 
stick  to  its  plan  to  attack  the 

heart  of  Mr  Milosevic's  mili- 
tary machine. 

Nato  has  a   powerful  array 
of  aircraft  at  bases  in  Italy, 
Germany  and  Britain,  and 
six  or  seven  cruise  misstle- 

capable  ships  in  the  Mediter- 
ranean Sea.  The  US  bas 

three  destroyers,  Thorn,  Nic- 
holson and  Gonzales,  the 

cruiser  Philippine  Sea,  and 
two  attack  submarines. 

The  Pentagon  said  Britain 
ala)  had  a   cruise  missile-ca- 

peble  submarine  in  the  area, 
though  the  UK  Ministry  of 
Defence  would  not  confirm 

this.  The  only  British  sub- 
marine so  far  fitted  with 

cruise  missiles  is  the  Splen- 
did. which  bas  yet  to  tire 

them  in  action. 

Diplomats  and  military 
analysts  said  that  in  spite  of 
the  accuracy  demonstrated 
by  weapons  used  by  the  US 
and  UK  in  Iraq,  it  would  be 
much  more  difficult  for  Nato 
to  avoid  inflirting  collateral 

damage  and  civilian  casual- 
ties in  Serbia,  especially  if 

Serb  units  in  Kosovo  were 

targeted. Yugoslav  army  troops  and 
Serbian  interior  ministry 
police  are  based  in  or  close 
to  densely  populated  civilian 
areas.  In  the  northern  vil- 

lage of  SvinJare,  for  example, 

an  artillery  unit  that  has 
been  hammering  rebel  posi- 

tions in  the  Cicavica  bills  is 
stationed  between  civilian 
homes.  The  main  towns  of 

Pristina,  Mitrovica,  Pec  and 
DJakovica  all  have  army 

bases  close  to  or  in  the  sub- 
urbs. Many  Yugoslav  army 

units  have  left  their 
barracks  over  the  past 
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Refugees 
flee 

Serbian 
advance 

By  Guy  Dkimore  in  Belgrade 

ltafian  troops,  part  of  Nato’s  force,  exercising  near  the  Kosovo  Macedonian  border  yaaterday  Reuters 

month  arid  are  on  the  move. 

Bad  weather  is  hampering 
Nato’s  intelligence-gathering 

from  overflights  and  satel- 
lites and  the  weekend  depar- 
ture of  all  international  mon- itors from  Kosovo  bas 

deprived  Nato  of  information 
on  the  ground. 

Nato  has  no  plans  to  use 
its  12,000  armoured  troops  in 
Macedonia,  across  the  border 
from  Kosovo,  except  to 

Implement  a   peace  agree- 
ment But  an  air  surveil- 

lance mission  set  up  in  Mac- 
edonia to  support  the 

monitors  will  continue  to 

operate. 

More  than  15,000  ethnic 
Albanians  have  fled  their 

homes  lh  central  Kosovo  fol- lowing the  latest  offensive 

by  Serbian  security  forces. 
Aid  agencies  said  yester- 

day villages  had  been  left burning  in  the  worst  vio- 
lence seen  in  the  province 

for  over  six  months.  Fern- ando del  Mundo,  spokesman 
for  the  United  Nations  High 
Commissioner  for  Refugees 

(UNHCR),  said  half  of  the 
central  town  of  Srbica  was 

deserted,  shop  windows  had 
been  broken  and  a   ware- 

house used  by  the  Mother 
Teresa  relief  organisation 
had  been  looted. 

UNHCR  workers  deliver- ing aid  came  across  a   group 

of  ethnic  Albanian  women 

crying  beside  the  main  road 
leading  north  out  of  Srbica, 

saying  police  had  taken 
away  their  husbands  and 
burnt  their  homes.  Smoke 
could  be  seen  rising  from  a 
cluster  of  seven  houses. “It  looks  like  a   replay  of 

last  summer’s  offensive,”  Mr Del  Mundo  said,  referring  to 

a   sweep  through  Kosovo  that 
destroyed  scores  of  villages 
until  the  threats  of  Nato 
intervention  prompted 

ceasefire  last  October. 
Because  of  deteriorating 

security,  only  about  a   dozen 

of  the  50  or  so  non-govern- 
ment aid  organisations  bave 

stayed  in  Kosovo.  The  depar- 
ture of  all  1,380  international 

monitors  on  Saturday  has 

raised  fears  among  remain- 

ing relief  workers. 

Women  claim  that 

police  have  taken 

away  their 
husbands  and  set 

fire  to  their  homes 

Refugees  poured  out  of Srbica  on  Saturday  and 

trekked  across  snowy  hills  to 
the  relative  safety  of  rebel- 
held  areas  deeper  In  central 

Kosovo.  Witnesses  said  spe- 
cial police  units  in  masks 

and  white  overalls  forced 

people  out  of  their  homes  in 
a   sudden  operation  that  gave 
them  no  time  to  collect  their 

belongings.  Officials  said 
seven  “terrorists"  had  been 

killed. Kurt  Schork,  a   Reuters 
correspondent  reported  that 
security  forces  yesterday 
seized  the  rebel  outpost  of 

Donje  Prekaz  in  the  Cicavica 
hills,  just  to  tbe  north  of 
Pristina,  tbe  regional  capital. 

Smoke  poured  from  tbe  vil- 
lage and  small-arms  fire 

could  be  heard  nearby.  Ser- 
bian security  forces  had 

been  shelling  tbe  Cicavica 
range  from  the  east  for  three 
weeks  and  through  Srbica 
were  able  to  attack  from  the 
west  as  well. 

The  UNHCR  estimates 
that  around  80,000  people 

have  been  displaced  in  fight- 
ing since  the  first  round  of 

peace  talks  ended  inconclu- 
sively a   month  ago.  Over  tbe 

past  year  about  400,000 
people  -   more  than  a   fifth  of 
Kosovo’s  population  ~   have fled  their  homes. 
Statements  from  Belgrade, 

the  Serbian  capital,  indicate 
that  the  authorities  do  not 
intend  to  heed  warnings  by 

tbe  western  powers  of  Nato 

intervention.  “The  world 
powers  want  to  enslave 
Serbia,"  said  Zoran  Lillie, 

deputy  prime  minister. 

NEWS  DIGEST 

PACTS  AGREED  BY  EMPLOYERS  AND  U
NIONS 

Pay  increases  for  German 

steel,  insurance  workers 

Employers  and  trade  unions  in  Ger
many's  insurance  sector 

and  steel  industry  have  reached  agreem
ent  on  pay. 

increases  largely  in  fine  with  previou
s  deals  reached  in 

^nderthe  15-month  settlement  for  the  ins
urance  sector. 

220,000  employees  will  receive  a   3.2  per  ce
nt 

increase  from  April  1,  plus  a   one-time  
payment  of  DM350 

{€179,  $196)  for  the  first  three  months  of
  this  year.  Under 

the  steel  sector  agreement,  85.000  steel  worker
s  wfli 

receive  a   3.3  per  cent  wage  increase  as  of  Ju
ne  1,  ana  a 

DM500  one-off  payment  for  the  months  of  March 
 to  May. 

There  still  has  been  no  wage  settlement  for  the  47
0,000 

employees  in  the  banking  industry.  Last  we
ek,  thousands 

of  employees  held  warning  strikes  in  the  country  s   financ
ial 

capital,  Frankfurt,  to  support  their  demands  for  a   6   p
er 

cent  pay  increase.  Talks  are  scheduled  to  resum
e  on 

March  29  after  employers  signalled  they  would  improve 
their  offer.  Ifta  Hamischfteger,  Frankfurt 

ELECTION  SEEN  AS  MILESTONE 

Presidential  poll  for  Slovakia 
Slovakia  will  go  the  polls  on  May  15  to  elect  a   president 
for  the  first  time  by  direct  popular  vote.  The  post  has  been 

vacant  for  more  than  a   year  because  under  the  indirect 

system  in  the  last  parliament  no  candidate  won  the  three- fifths  of  votes  required. 

The  election  will  be  regarded  by  the  European  Union  as 

another  milestone  in  Slovakia’s  return  to  political  respect- 

ability after  the  authoritarian  premiership  of  Vladimir  Mec- iar. 

In  1997,  Slovakia  was  not  invited  to  join  Nato  or  negotia- 
tions for  EU  membership,  partly  because  of  his  govern- ment’s attacks  on  Michal  Kovac,  who  was  then  president, 

and  the  illegal  banning  of  a   referendum  for  a   directly  . 

elected  presidency.  When  Mr  Kovac  stepped  down  last 

March,  toe  government  also  assumed  the  president’s largely  ceremonial  powers  and  used  them  controversially. Robert  Anderson,  Prague 

PALESTINIAN  STATEHOOD 

Arafat  hopes  for  US  support 
Yassir  Arafat,  president  of  the  Palestinian  Authority,  will 
tomorrow  continue  on  his  quest  to  galvanise  support  for 

Palestinian  statehood  by  appealing  to  President  Bill  Clinton in  Washington. 

Mr  Arafat  hopes  to  capitalise  on  Mr  Clinton's  sympathy 
for  Palestinian  aspirations  as  voiced  on  his  visit  to  Gaza 
last  December.  However,  US  officials  say  Washington  will 

not  back  Mr  Arafat’s  plan  to  declare  statehood  unilaterally 
on  May  4,  when  the  interim  negotiation  period  started  in 
the  Israel i-Palestinian  Oslo  accords  expires. 

Mr  Arafat  yesterday  visited  Austria  and  Sweden  as  part 
of  a   campaign  to  win  European  support.  While  reaffirming 

the  Palestinians'  right  to  declare  statehood  on  May  4,  he 

also  said  the  timing  of  “this  very  important  and  sensitive matter"  was  still  being  discussed. 

The  EU  and  US  fear  a   May  4   Palestinian  declaration 
could  play  into  the  hands  of  Benjamin  Netanyahu,  Israeli 
prime  minister,  who  stands  for  re-election  on  May  17.  Ana- 

lysts say  Israeli  voters,  frightened  by  a   unilateral  declara- 
tion. might  back  Mr  Netanyahu  if  he  carries  out  threats  to 

take  tough  counter-measures.  Avi  MachGs,  Jerusalem 

GOVERNMENT  TO  GET  TOUGH 

Malaysia  warns  protesters 
The  Malaysian  government  said  yesterday  it  would  get 

“very  tough"  with  anyone  trying  to  overthrow  the  admin  is-  — tration  through  street  demonstrations.  The  warning  by  W 

Abdullah  Ahmad  Badawi,  the  new  deputy  prime  minister,  r 
came  a   day  after  the  authorities  were  reported  to  have 

arrested  1 1   people,  including  three  journalists,  at  an  anti- 
government  demonstration. 

The  protesters  called  for  the  resignation  of  Mahathir 
Mohamad,  prime  minister,  and  the  arrest  of  Abdul  Rahim 
Noor,  the  police  chief,  who  resigned  before  admitting  to 
beating  Anwar  Ibrahim,  the  sacked  and  jailed  deputy  prime 
minister  who  had  become  a   rival  to  Dr  Mahathk.  Malaysian 
authorities  said  they  had  found  tapes  calling  for  the  death 
of  the  premier,  but  opposition  parties  said  this  was  an 
excuse  for  for  a   crackdown.  SheBa  McNulty,  Singapore 

WTO  DISPUTE 

EU  challenges  US  on  gluten 
The  European  Union  has  launched  a   challenge  in  the 
World  Trade  Organisation  over  US  limits  on  wheat  gluten 
imports.  The  EU  is  seeking  consultations  with  US  officials 
as  the  first  step  in  the  global  bade  body’s  dispute  settle- 

ment procedure. The  US  imposed  three-year  quotas  on  wheat  gluten 
imports  from  the  EU  and  other  suppliers  last  June.  This followed  complaints  from  US  producers  that  they  were 
facing  a   surge  in  imports  that  could  put  them  out  of  busi- ness. The  US  maintains  the  restrictions  were  in  line  with  a 
WTO  agreement  on  safeguards  —   temporary  measures 
allowed  to  reduce  imports  and  enable  a   domestic  industry 
to  adjust  to  an  increase  in  competition  from  foreign  pro- 

duce. The  EU  disputes  that  Washington’s  measures  are  in compliance  with  the  rules.  Reuters,  Geneva. 
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Speed  of  Thought: 
Using  a   Digital 
Nervous  System 
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computers  to  ctoseiy  link  all  aspects  of  the  compwiy's  thoughts 

and  actions  in  a   digital  nervous  system. 
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Bonn  offers 
compromise 
reform 

Kok  displays  determination  to 

honour  ‘contract’  with  voters 
But  the  Dutch  prime  minister  may  .yet  be  able  to  take  on  the 
responsibilities  of  the  Commission,  writes  Gordon  Cramb 

By  Peter  Norman  in  Brussels 

The  German  presidency  of 
the  European  Union  vester- 
day  proposed  that  Britain 
keep  its  EU  budget  rebate, 
but  with  extensive  modifica- 

tions. as  part  of  a   compro- 
mise package  to  complete 

the  “Agenda  2000"  negotia- 
tions on  reform  of  the  EU's 

budget,  farm  and  regional 

policies. 
At  a   “conclave"  of  foreign ministers  called  to  prepare 

this  week's  special  Berlin summit  on  the  Agenda. 
Joschka  Fischer,  the  Ger- 

man foreign  minister,  also 
outlined  proposals  intended 
to  meet  Spain's  hostility  to the  reforms,  which  would 
limit  EU  expenditure  on 
poorer  regions  in  the  seven 
years  from  2000  to  2006. 
However,  as  the  ministers 

prepared  to  meet  late  into 
the  evening,  it  was  clear  that 
the  final  accords  -   which  are 
considered  essential  if  the 

Eli  is  to  be  able  to  expand  to 
the  east  -   would  have  to 
wait  for  the  Berlin  meeting 
that  begins  on  Wednesday.  A 
final  deal  is  unlikely  before 
the  early  hours  of  Friday 
morning. 

The  British  rebate  and  the 
future  of  the  structural 
funds  have  emerged  as  the 
most  difficult  remaining 
Agenda  2000  issues  since  EU 
farm  ministers  reached 
broad  agreement  on  farm 
reform  earlier  this  month. 

Yesterday’s  German  presi- 
dency compromise  proposal 

recognised  for  the  first  time 

that  "the  UK  budget  abate- 
ment will  be  maintained". But  it  said  adjustments 

should  be  made  to  neutralise 
any  benefits  from  other 
parts  of  the  reform  package, 
such  as  reduced  agricultural 
spending  by  the  EU  and  to 
take  account  of  EU  spending 
resulting  from  the  accession 
or  new  member  states  in  the 
coming  decade. 

Germany  urged  a   "safety 
net"  to  help  ease  the  burden 
of  other  large-scale  net  con- 

tributors such  as  itself. 

Id  addition,  the  contribu- 
tions of  other  EU  members 

to  the  terms  of  the  UK 
rebate  should  be  changed  to 

yield  a   "fairer  burden  shar- 
ing" among  other  high  net contributors  and  the  poorer 

“cohesion"  counrries  - 
Spain,  Portugal.  Ireland  and 
Greece  —   that  were  awarded 
special  support  to  help  them 
prepare  for  economic  and 
monetary  union. 

The  German  compromise 
sought  to  assuage  Spain  by 
acknowledging  that  coun- 

tries that  are  members  of  the 
EU's  single  currency  could 
continue  to  benefit  from  the 
cohesion  funds. 

But.  in  a   bid  to  limit  the 

payments,  it  said  progress  in 
national  prosperity  could 
affect  the  amounts  paid,  and 
eligibility  should  be 
reviewed  in  2002  and  2004.  It 

also  set  a   six-year 
transitional  period  for 
regions  no  longer  qualifying 
for  structural  fund  payments 
to  wean  themselves  off  EU 

support. 

The  reluctance  of  Wim 
Kok.  Dutch  prime  minis- 

ter, to  let  his  candida- 
ture go  forward  for  the  presi- 

dency of  the  European 

Commission  signals  the  fra- 

gility of  his  centre-left  coali- 
tion in  The  Hague.  He  is 

believed  to  be  concerned 

that,  although  it  has 

endured  -i'l  years  and  its 
economic  record  is 

unmatched,  the  three-party 

grouping  might  not  survive 
his  departure. 
Mr  Kok.  who  won  re-elec- 

tion less  than  a   year  ago. 
reiterated  at  the  weekend 

that  he  intended  to  complete 
his  second  term.  Amid  grow- 

ing pressure  from  other 
European  Union  leaders  for 
him  to  take  the  job,  he  has 
been  formulating  his  public 
comments  in  a   way  that 
□lakes  it  difficult  for  him  to 

reverse  that  position. 
"I  hove  a   contract  with  the 

Dutch  voters  until  2002,  and 

I   will  serve  that  out."  Mr Kok  said  last  week.  No 

Dutch  premier  has  ever 
resigned  during  a   term  to 

take  another  job.  “That  is 

just  not  done."  says  ODe 
senior  government  official. 
Stili.  while  many  in  Mr 
Kok's  social  democratic 
PvdA  share  the  view  that  he 

Is  under  a   democratic  obliga- 
tion to  stay,  some  within  the 

party  began  saying  at  the weekend  that  the  decision 

should  be  his. 
As  the  Dntch  like  to 

regard  themselves  as  model 
EU  citizens,  any  about-face 
could  be  presented  to  the 

party  and  electorate  as  moti- vated by  the  greater  good  of 
Europe.  But  Jan  Rood,  EU 
expert  at  Clingendael .   the 

Dutch  international  affairs 

institute,  says:  “I  do  not think  the  Dutch  would  be 

convinced.  It  is  very  doubt- 
ful that  under  present  condi- 

tions they  consider  the  presi- 
dent or  the  Commission  such 

an  important  job." He  adds:  “As  long  as  this 
government  is  in  office,  I   do 
not  think  it  is  realistic  that 
Mr  Kok  departs. . .   Especially 
from  the  point  of  view  of  the 

PvdA,  its  strong  position  is 
in  large  part  based  on  the 

popularity  of  Mr  Kok.” The  prime  minister’s  per- sona] rating  among  the  vot- ers is  seen  as  having  played 
a   main  role  in  gaining  the 

PvdA  its  status  as  the  larg- 

est single  party-.  His  depar- 
ture might  prompt  an  awk- ward collapse  in  its  support 

at  elections  to  the  European 

parliament  in  June. 

W   .5  3K 

Wfm  Kok:  says  he  intends  to  complete  his  second  term 

By  tradition,  the  premier 
comes  from  the  ranks  of  the 

biggest  party.  The  strongest contender  to  succeed  Mr  Kok 
is  Ad  Melkert,  employment 
minister  until  last  year  and 

now  the  party's  parliamen- tary chief.  Mr  Melkert  is  not 

only  new  in  his  job  but  will have  difficulty  winning 

acceptance  from  the  free- 
market  WD.  its  main  coali- 

tion partner,  where  he  is 
regarded  as  too  left-wing. 

At  the  general  election  last 
May.  the  two  .parties 

together  secured  a   majority 
in  the  lower  house.  But  they 
retained  as  junior  partner 
the  reformist  D66,  which  has 
acted  as  a   buffer  in  frequent 
clashes  between  the  PvdA 

and  WD  on  Issues  from  asy- 
lum seekers  to  toll  roads. 

Mr  Kok's  coalition  also 
faces  one  arcane,  but  none 
the  less  acute  problem, 

which  could  act  as  a   cata- 
lyst Within  10  days,  a   parlia- 

mentary commission  of 

inquiry  is  due  to  report  on the  handling  by  successive 

governments  of  the  1992  El A1  air  crash  in  Amsterdam, 

which  killed  at  least  43.  If 

serving  ministers  are  found 
negligent,  the  WD  is  most at  risk  of  being  damaged. 

Any  resignations  would 
require  a   cabinet  reshuffle 

and,  unless  Mr  Kok  is  him- 
self found  wanting,  his  party 

might  then  have  a   strong 
enough  hand  to  secure  the 
succession  to  the  premier- 

ship. Equally,  if  no  blame  is 
attached  to  him  or  his  minis- 

ters. he  could  proclaim  that 
an  appropriate  moment  to 
take  on  the  responsibilities 

of  the  Commission  presi- 

dency, and  demand  the  coali- tion resolves  its  squabbles. 

UK  proposes  sweeping  changes  for  Brussels 
By  Quentin  Peel  ki  London 

The  British  government 
yesterday  proposed  sweeping 
reforms  of  hiring  and  firing 

in  the  European  Union’s bureaucracy,  and  tough  new 
rules  for  awarding  contracts 
and  investigating  fraud,  to 

tackle  the  crisis  of  confi- 
dence in  the  European  Com- 

mission. 
The  blueprint  presented 

yesterday  to  EU  foreign  min- 
isters, if  implemented,  would 

amount  to  the  most  drastic 
reform  of  the  Brussels  civil 

Finnish  coalition  heads 
for  election  defeat 
By  Tim  But  in  Helsinki 

Finland’s  coalition 
government  last  night 
appeared  to  be  heading  for 

defeat  in  the  country's  gen- 
eral election  following  a   dis- 

appointing showing. 
Initial  projections,  based 

on  postal  ballots  and  early 
results,  indicated  that  the 
opposition  Centre  party  and 
the  Social  Democrats,  the 
largest  party  in  the  outgoing 
coalition,  were  neck  and 
neck  -   each  with  about  23 
per  cent  of  the  vote.  If  borne 
out  by  the  final  result,  this 
would  force  parties  to  dis- 

cuss the  shape  of  a   new  gov- 
ernment. 

a.  "The  people  have  voted  for 
-^change,"  said  Esko  Aho.  the 
Centre  party  leader,  who  is 
expected  to  control  about  50 

seats  in  the  200-seat  parlia- 
ment. A   new  government  led 

by  the  Centre  party,  which 
would  assume  the  presi- 

dency of  the  European 
Union  in  the  second  half  of 

this  year,  would  not  be 
expected  to  introduce  any 

radical  changes  to  the  eco- 
nomic and  foreign  policies 

conducted  by  the  outgoing 

coalition,  in  which  the  Con- 
servatives also  participate. 

With  76  per  cent  of  the 
votes  counted,  the  Social 

Democrats,  led  by  Paavo  Lip- 
ponen.  saw  their  share  fall 
to  22.&  per  cent,  compared 
with  28  per  cent  at  the  last 

election  in  1995.  "We  have 
been  in  the  front  line  on  dif- 

ficult decisions  and  that  is 

the  reason  why  we  have  suf- 
fered." said  Mr  Lipponen. 

“Mistakes  have  been  made." 

Although  Mr  Lipponen 
oversaw  a   period  of  strong 

economic  growth  and  took 

Finland  into  European  eco- 
nomic and  monetary  union, 

he  was  criticised  for  falling 
to  reduce  unemployment 

fast  enough  or  stem  rural 
migration  to  the  cities. 
The  Centre  party  has 

vowed  to  address  unemploy- 
ment -   which  is  about  II  per 

cent  -   by  increasing  regional 
aid.  It  has  also  pledged  to 
cut  income  taxes  and 

increase  employers’  powers 
in  wage  negotiations.  Some 
of  those  policies,  however, 
might  be  diluted  during 

negotiations  on  a   new  coali- tion. Mr  Aho  could  invite  the 

Conservative  party,  whose 
leader  Sauli  Niinisto  is  the 
current  finance  minister,  to 

remain  in  government 

Primakov  seeks  to  mend 

strained  US  relations 
By  Join  Thomtull  bi  Moscow 
and  John  Lloyd  in  London 

Yevgeny  Primakov.  Russia's 
prime  minister,  will  tomor- row start  a   critical  series  of 
t.ilks  in  Washington  to  try  to 

patch  strained  relations  with 

the  US  and  wring  more  cred- 
its from  the  International 

Monetary  Fund. 
The  Russian  media  have 

presented  the  trip  as  the 

“make  or  break”  moment  in 
his  six-month  premiership, 

which  will  either  boost  his 

chances  of  succeeding  Presi- 
dent Boris  Yeltsin  or  fatally 

knock  his  credibility.  It  will 

also  determine  the  tone  of 
US-Russian  relations,  badly 

hit  by  policy  clashes  over 

Iraq,  Iran,  and  Kosovo. 

Mr  Primakov's  main  goal 

is  to  persuade  the  IMF  to 
resume  its  lending  pro- 

gramme to  Russia, 
suspended  following  last 

August's  financial  crash. 
Russian  finance  officials  pre- 

dict the  two  sides  can  clinch 
a   deal  by  early  April, 

although  western  officials 
remain  far  more  wary. 
An  IMF  mission,  which 

left  Moscow  at  the  weekend, 

is  due  to  report  on  the  Rus- 

sian government's  progress in  strengthening  Us  public 

finances,  resolving  its  con- flicts with  foreign  creditors, 
restructuring  its  banking 

system,  and  introducing  new 
tax  reforms. 

But  Mr  Primakov's  sup- 
porters argue  the  prime  min- 

ister has  two  advantages 

over  predecessors:  he  is  not 

personally  corrupt,  and  has 

the  backing  of  the  country's 

parliament. He  will  claim  that  he  rep- 
resents a   new  type  of  admin- 

istration, gradualist  rather 
than  radical,  determined  to 
root  out  crime  and  corrup- 

tion that  infect  the  highest 
reaches  of  the  Russian  state 

and  able  to  keep  a   parlia- 
mentary majority  on  the  side 

of  moderate  reforms. 
Bill  Clinton,  US  president, 

who  will  meet  Mr  Primakov 
this  week,  said  he  hoped  the 
IMF  could  reach  a   deal  but 

stressed  the  Russian  parlia- 

ment must  pass  the  legisla- 
tion needed  to  underpin  mar- 
ket reforms. 

But  some  US  officials 

remain  highly  critical  of  Mr 

Primakov’s  government. 
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service  since  its  inception  in 

1957.  It  calls  for  an  indepen- 
dent fraud  investigation 

unit,  based  inside  the  Com- 
mission itself,  and  an  exter- 

nal audit  to  modernise  the 
entire  system  of  financial 

management  and  control. 
The  British  proposals  were 

circulated  informally  to  all 
fellow  member  states  last 
week,  in  the  wake  of  the 

mass  resignation  of  the  20- 

member  European  Commis- sion after  a   highly  critical 
report  on  mismanagement, 
fraud  and  nepotism. 

“This  crisis  is  an  opportu- 

nity for  root  and  branch 
reform,”  the  British  paper 

says.  “To  build  a   successful 
Europe  for  the  future,  we 

need  to  undertake  far-reach- 
ing reforms  of  the  European 

Commission." 
The  paper,  which  British officials  stress  contains 

merely  “ideas"  for  reform, calls  for  the  new  president  of 
the  Commission,  who  could 
be  nominated  this  week  at 
the  EU  summit  in  Berlin,  to 

make  a   personal  commit- ment to  shake  up  the 

bureaucracy,  and  appoint  a 

vice-president  with  the  spe- 
cific task  of  following 

through  reform  of  its  man- 
agement,  personnel  policies, 
and  budget  control. 

Among  the  specific  propos- 

als put  forward  are: 
•   A   complete  overhaul  of 

the  pay  system  in  the  ranks of  the  Commission  to  ensure 

that  all  salaries  are  “justi- 

fied"; 

•   Financial  and  ncn-finan- 
cial  rewards  for  good  perfor- mance; 

•   A   new  “structure  of 

accountability"  making  it 

easier  to  penalise  and.  if  nec- 
essary. dismiss  civil  servants 

for  “consistently  poor  perfor- 

mance"; 

•   A   clear  definition  of  job 

objectives  for  civil  servants, 

regularly  revised: •   Greater  mobility  within 
and  between  branches  of  the 

Commission,  and  promotion 

based  on  “proven  ability"; •   Amalgamation  of  the  two 

top  grades  (A1  and  A2i.  and 
reduction  in  absolute  num- bers at  the  top. 

Leaders  of  the  European 

Parliament's  political  groups 
meet  this  evening  to  discuss 

the  scope  of  a   second  report 
into  the  culture,  practices 

and  procedures  of  the  Euro- pean Commission,  adds 

Emma  Tucker  from  Brus- 
sels. 

These  include  drawing  up 

proposals  for  legislation,  exe- 
cuting policies,  and  award- ing financial  contracts.  The 

inquiry  is  likely  to  take  a close  look  at  the  granting  of 

contracts  to  outside  consul- 
tants used  to  manage  Com- mission policies. 

What  does  it  take 

to  be  a   financial 

leader  in  Europe  ? 

Agility. 
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Japan  may  use  public  funds  to  repay  life  insurers’  lo
ans ,   ..  bA  innnR  am  hieh-retum 

By  Haofco  Nakamae  in  Tokyo
 

The  Japanese  government  is 

considering  using  public 

funds  to  repay  subordinated 

loans  made  to  Nippon  Credit 

Bank  and  Long  Term  Credit 

Bank  by  financial  institu- 
tions including  Japanese  life 

insurers.  Both  NCB  and 

LTCB  were  nationalised  last 

year,  after  they  were  deemed 
insolvent  under  the  newly 

passed  revitalisation  law. 
The  issue  could  potentially 

overturn  normal  Japanese 

corporate  practice,  since  sub- 
ordinated loans  have  tradi- 

tionally not  been  protected 

when  a   company  goes  bank- 
rupt It  also  highlights  the 

degree  of  government  con- 
cern about  the  life  assurance 

sector,  which  could  be  dam- 
aged if  they  did  not  get  their 

money  back. 

Education  crisis 

‘threat  to 

Africa’s  future’ 

The  move  is  likely  to  be 

closely  watched  by  other  for- 
eign and  domestic  institu- tions which  have  extended 

loans  to  weak  Japanese 
banks,  since  any  repayment 
of  subordinated  loans  would 
set  an  important  precedent 
for  the  rest  of  the  sector. 

Officials  at  the  Financial 
Reconstruction  Committee 

(FRC).  the  government  body 
charged  with  bank  reform. 

Sub-Saharan  Africa 

say  no  firm  decision  has 
been  made.  However.  Hakuo 

Yanaglsawa,  head  of  the 
FRC,  admitted  it  was  a   very 
“painful"  issue-  The  FRC 
will  come  under  pressure  to 
arrive  at  a   decision  soon, 

since  the  case  is  now  gener- 
ating controversy. 

The  issue  is  particularly 
crucial  to  10  or  so  big  life 
insurers  including  Nippon 

Life  and  Dai-icbi  Mutual,  the 

top  two  in  Japan,  which 
made  around  YTOObn  ($6bn) 
in  subordinated  loans  to  the 
two  banks.  Classification  of 

these  loans  as  “problem"  or 
bad  debts  would  Inflict  con- siderable damage  on  many 

of  the  weaker  companies' balance  sheets.  Kyoei  Life, 
which  extended  Y65m  in 
subordinated  loans  to  the 

banks,  is  particularly  fragile, 

and  will  be  especially  wor- 

ried about  the  treatment  of 

the  loans,  according  to 
industry  insiders. 

The  FRC  has  indicated  it 

is  prepared  to  use  taxpayers’ money  to  repay  these  loans. 
FRC  officials  maintain  this 

is  justifiable  because  subor- 
dinated loans  are  repayable TTTflggs  a   company  becomes 

bankrupt  under  normal  Jap- anese law.  Although  NCB 

and  LTCB  were  considered 

insolvent  under  the  FRC 

code,  they  were  not  
“bank- rupt" under  normal  law,  offi- 

cials claim. 

However,  opposition  politi- cians fear  that  if  the  FRC 

repays  the  loans,  it  would  be 

guaranteeing  nil  subordi-
 nated debt  made  to  insolvent 

banks  which  are  national- 

ised. “This  is  ridiculous," 
said  Yoshito  Sengoku  of  the 

Democratic  party.  “Subordi- 

By  Michael  Holman, 
Africa  Editor 

Sub-Saharan  Africa  faces  a 

“social  breakdown"  unless 
urgent  measures  are  taken 

to  tackle  the  region's  educa- 
tion crisis.  Oxfam,  the  inter- 

national aid  agency,  warns 
in  a   report  published  today. 

The  240-page  report.  Edu- 
cation Now,  marks  the 

launch  of  an  Oxfam  cam- 
paign to  achieve  universal 

primary  education  by  2015. 
A   target  date  of  2000  was 

originally  set  10  years  ago  at 
an  International  conference 
on  education  held  in  Jom- 
tieo.  Although  it  was 
endorsed  by  more  than  150 
governments,  they  failed  to 
achieve  it.  A   decade  later, 

the  target  remains  far  out  of 
reach,  says  Oxfam. 
Today  there  are  125m  chil- 

dren out  of  school  through- 
out the  world,  and  872m  illit- 

erate adults,  while  a   further 
250m  children  start  school 

but  drop  out  before  they  can 
read  or  write. 

“If  the  world's  govern- 
ments fail  to  act  now,  75m 

children  wfll  be  deprived  of 

basic  education  in  2015." 
The  Oxfam  campaign, 

which  has  won  the  backing 
of  Hilary  Clinton,  wife  of  the 

US  president,  calls  for  “a 
global  action  plan"  to  tackle the  education  crisis  in  Africa 
and  elsewhere,  funded  by  a 
combination  of  debt  relief. 

more  focused  lending  by 
donors,  and  cuts  in  military 

spending  by  the  govern- 
ments of  the  world's  poorest 

countries. 

The  report  singles  out  sub- 
Saharan  Africa  as  the  region 
which  has  the  developing 

world’s  lowest  net  enrolment 
rate  -   57  per  cent  -   with 
over  40m  primary  school  age 
children  out  of  schooL  It  Is 
the  only  part  of  the  world 
where  illiteracy  is  on  the 
rise  and  on  current  trends, 
numbers  out  of  school  will 
increase  to  51m  by  2005  and 
almost  55m  by  2015. 

Countries  such  as  Zambia, 
Ethiopia,  Niger,  Kenya  and 
Tanzania,  says  the  report, 

are  spending  between  two 
times  and  four  times  as 
much  on  debt  repayments  as 
they  are  on  basic  education. 

"Unless  determined  action 
is  taken  to  address  the  edu- 

cation crisis,  the  human 
resources  needed  to  drive 

social  and  economic  recov- 
ery in  the  21st  century  will 

not  exist." To  meet  the  target,  it  will 
be  necessary  to  enrol  an 
additional  22m  children  by 2005. 

With  the  right  policies  and 
sufficient  resources,  it  can 

be  done,  says  Oxfam:  “Ugan- 
da's universal  primary  edu- 

cation programme  has  suc- 
ceeded in  increasing 

enrolments  by  over  2m  in 

little  over  a   year." 

‘We  educate  our  children  on  loan’ 
Moi  Avenue  Primary  School, 
on  the  edge  of  central 
Nairobi,  has  good  reason  to 

be  proud  of  itself,  writes 
Mark  Turner  in  Nairobi.  It 

regularly  scores  in  the  top  5 
per  cent  of  urban  school 
examination  results,  and 

boasts  a   computer  room, 
thanks  to  the  activities  of 

Kenya  Youth  Habitat,  a   local 
non-government 

organisation. 
But  a   brief  tour  of  its 

grounds  and  classrooms 
reveals  broken  windows, 

peeling  walls  with  a   few  tatty 
educational  posters,  toilets 
with  cisterns  half  off  the 

wall,  chairs  and  desks  in 
disrepair.  Class  sizes  are 
usually  above  40  children. 

As  the  government 
provides  only  teacher 
salaries,  water  and  cleaning 

staff,  all  teaching  materials, 

repairs,  medical  supplies  or 
new  buildings  must  be  paid 
for  by  parents.  This  year, 
they  will  have  to  spend 
Ks3.22O-Ks3.520  ($50-555) 

per  child,  a   high  price  in  a 

country  where  a   teacher  can earn  as  little  as  Ks3.000  a 
month,  and  a   civil  servant 
clerk  K&6.000. 

Most  schools  rely  on  loans 
from  their  co-operatives  to 
survive  and  the  attendance 
of  a   handful  of  street 
children  depends  on 
charitable  donations.  It  is 

little  surprise  that  Kenyan 

primary  school  enrolment 

dropped  from  over  90  per 
cent  in  1992  to  just  over  70 

per  cent  in  1997. Once  scarce  resources 
have  been  spent  on  books, 

electricity  and  telephone 
bills,  there  is  little  left  to 
build  a   permanent  perimeter 
fence,  to  upgrade  the  sandy 

patch  of  ground  which 
passes  for  a   sports  field,  to 
erect  new  classrooms  and  or 

to  pave  the  dusty  central 
courtyard  which  plays  havoc 

with  the  children's  asthma. "We  educate  our  children 

on  loan,"  complains 
Reverend  Mrs  Bpiety 

Kamuyu,  chairman  of  the 
parents'  association.  "Right now  the  whole  burden  is  on 

the  parents." 

Tokyo,  Seoul 
still  differ  over 
North  Korea 
By  Mfettyo  Nakamoto  in  Tokyo 

Keizo  Obuchi.  Japan's  prime minister,  returned  from 

South  Korea  yesterday  with 
an  agreement  to  strengthen 
bilateral  economic  ties,  but 
the  visit  failed  to  bridge  the 

gap  between  the  two  coun- tries’ policies  towards  North Korea. 

In  a   two-hour  weekend 

meeting,  Mr  Obuchi  and 
South  Korea's  President  Kim 
Dae-jung  agreed  to  promote 

economic  ties  and  to  co-ordi- 
nate their  stance  on  issues 

relating  to  the  coming  round of  talks  in  the  World  Trade 

Organisation. 
In  a   speech  to  students  at 

Korea  University,  Mr  Obuchi 
also  called  on  South  Korea 

to  join  Japan  in  working 
towards  the  establishment  of 
an  Asian  free  trade  zone 

along  the  lines  of  the  Euro- 
pean common  market. 

As  a-further  sign  of  Japa- 
nese efforts  to  help  its  neigh- 
bour overcome  its  economic 

difficulties,  Tokyo  offered  a 
further  SI  bn  in  aid  to  South 
Korea  under  the  $30bn  New 
Miyazawa  Initiative  set  up  to 
assist  five  Asian  countries 

affected  by  last  year’s  cur- rency turmoil.  South  Korea 
has  now  received  $3.Sbn 

under  ,   this  programme. 

Mr  Obuchi's  visit  high- 
lighted the  growing  co-opera- tion between  Japan  and 

South  Korea,  which  together 

will  host  the  World  Cup  soc- 

cer games  in  2002. However,  the  visit,  the 
first  by  a   Japanese  prime 
minister  to  Korea  in  five 

years,  was  marred  by  pro- 
tests against  Japan's  alleged failure  to  apologise  fully  for 

war  atrocities,  the  lack  of 
full  compensation  for  them, a   bilateral  fishery  treaty, 

and  Japanese  moves  to  pro- 
vide greater  support  to  US troops  in  the  region. 

Furthermore,  the  weekend 
summit  failed  to  bridge  the 
considerable  gap  between 
South  Korea  and  Japan  on 

their  policies  towards  Pyong- 

yang. Tokyo  has  recently  indi- cated its  willingness  to  start 

a   dialogue  with  North  Korea, 

but  has  insisted  this  is  con- 
tingent on  assurances  that  it 

will  not  launch  another  mis- sile over  Japanese  territory, 
as  it  did  last  August 

Mr  Obuchi  took  the  Japa- 
nese position  a   modest  step 

closer  to  that  of  South  Korea 

by  stating  that  Japan  sup- 

ported Mr  Kim's  “sunshine policy"  towards  the  North. While  in  Seoul,  he  called  on 

Pyongyang  to  “open  the door"  to  communication 
aimed  at  reconciliation  and 
mutual  exchange. 

However,  he  refrained 
from  offering  any  further 

concrete  signs  that  the  Japa- nese stance  towards  the 
North  might  be  softening. 

Banks  urged  to  improve  risk  management  procedures 
By  George  Graham, 
Banking  Editor 

New  steps  to  improve  banks’ 
risk  management  practices 
are  needed  to  avoid  a   repeti- 

tion of  the  financial  market 
crises  of  the  last  18  months, 

according  to  two  new  reports 
from  the  Institute  of  Interna- 

tional Finance,  which  groups 

the  world's  leading  banks, 
securities  bouses  and  invest- 

ment groups. 

An  OF  task  force  set  up  in 
tbe  wake  of  the  Asian  crisis 
of  1997  found  that  most  large 
financial  institutions  were 

reasonably  satisfied  with 
their  systems  for  assessing 
market  risk,  and  had  started 

to  manage  down  their  expo- 
sures as  early  as  January 

1997.  They  were  also  broadly 
comfortable  with  their  credit 
risk  assessment  systems. 

But  they  found  that  these 

systems  were  working  in  iso- 

lation from  each  other,  and 
dealt  inadequately  with  the 

linkages  between  the  differ- 
ent categories  of  risk. 

They  had  also  failed  to 
take  enough  account  of 
liquidity  risk,  the  risk  that 
the  market  might  dry  up  and 

make  it  impossible  to  sell 
out  of  a   position  without  big 
losses.  This  risk  came  home 

to  roost  after  the  near  col- 
lapse of  Long  Term  Capital 

Management  in  1998,  when 

even  the  most  liquid  of  mar- 
kets became  very  difficult  to trade  in. 

Sir  David  Walker,  chair- 
man of  Morgan  Stanley 

International  and  a   member 
of  the  EF  steering  group  on 

emerging  markets  finance, 

said  the  financial  world's intellectual  firepower  had 

for  the  past  five  years  been 
focused  more  on  the  develop- 

ment of  modelling  tech- 
niques for  market  risk. 

“I  think  there  has  been 

some  effect  of  diverting 
attention  from  credit  risk 

modelling  and  from  tbe  link- 

ages between  the  two." 
Sir  David  noted  that  if  a 

bank  wanted  to  cut  its  mar- 
ket risk,  the  quickest  way  to 

do  so  was  by  striking  a   trade 
in  derivatives  with  another 

bank.  That,  however,  would 

increase  the  bank's  credit 
risk  by  boosting  its  exposure 
to  a   single  counterparty. 

The  HF  reports  also  pro- 

pose: 

•   Better  legal  frameworks 

in  emerging  markets  to 
improve  the  enforceability  of 

collateral  and  netting  agree- 
ments in  the  case  of  default. 

•   Better  communication 
within  financial  institutions 

to  ensure  that  changes  In 

portfolio  strategy  are  actu- ally carried  out  by  managers 
in  tbe  field. 
•   Issues  of  long-term  gov- 

ernment debt  in  emerging 
markets  to  help  emerging 

local  capital  markets. 
•   More  transparency  on 
economic  data,  including  the 

publication  of  international reserves  data  weekly,  and 
with  no  more  than  one 

week's  lag,  compared  with 
the  existing  International 
Monetary  Fund  standard  of 
monthly  publication. 
Reports  available  at 
unow.iif.com 

Asean  call  for  more  open,  better  regulated  financial  system 
By  Jonathan  Birchall  in  Hanoi 

Finance  ministers  from  tbe 
nine  members  of  the  Associ- 

ation of  South  East  Aslan 
Nations  (Asean)  ended  two 
days  of  talks  in  Hanoi  at  tbe 
weekend  with  a   call  for 
greater  openness  and 
improved  regulation  of  tbe 

international  financial  sys- 
tem in  the  aftermath  of  the 

Asian  economic  crisis. 
The  ministers  called  in 

particular  for  “greater  trans- 
parency" in  the  operations  of 

international  ratings  agen- 

cies, and  for  “closer  and 
more  co-ordinated  monitor- 

ing of  short-term  capital 

flows".  Their  final  statement 
also  called  for  tighter  regula- 

tion of  big  market  partici- 

pants. arguing  that  “highly leveraged  institutions  which 
have  systemic  significance 
should  be  subject  to  regular 
and  timely  transparency  and 

disclosure  requirements". Thailand's  deputy  finance 

minister,  Pislt  Leeahtam, 

and  Singapore's  finance  min- ister, Richard  Hu,  both 
stressed  that  the  proposals 
did  not  represent  support  for 
increased  restraints  on  mar- ket activity. 

The  final  statement  left 

out  more  interventionist  pro- 
posals from  Malaysia.  How- 

ever. Malaysia's  second finance  minister.  Must  a   pa 

Mobamed,  welcomed  it 
Tbe  ministers  also  moved 

ahead  with  plans  proposed 

last  year  to  set  up  a   system 
for  monitoring  the  econo- 

mies of  its  members,  which 
is  supposed  to  provide  early 
warning  of  a   possible  repeat 

of  the  market  collapses  of 
1997.  The  Asean  surveillance 

process  will  now  be  run  out 

of  tbe  group's  Jakarta  secre- tariat. under  the  current 

head  of  tbe  Asian  Develop- 

ment Bank’s  regional  eco- nomic monitoring  unit  in 
Manila.  Pradamuna  Rama. 

The  Asean  ministers 

Manila  to  take  politicians’  fingers  out  of  the  pork  barrel Philippine  budget  funds  in  the  past  have  too  often  been  quietly  diverted  into  local 
projects,  but  more  transparency  and  rationality  are  on  the  way,  writes  Tony  Tassell 

expressed  guarded  optimism 

about  the  prospects  for  eco- nomic recovery  in  the  region 

this  year.  But  their  state- ment also  expressed  concern 
about  threats  including  ris- 

ing protectionism,  continued weakness  in  the  Japanese 

economy  and  currency  fluc- tuations. 

Philippines 

Budget  balance!  os  a   %   of  GNP 

u) :   ■_ 

Across  the  Philippines are  hundreds  of  basket- 
ball courts  and  bus  shel- 

ters. legacies  of  the  coun- 

try's often  flawed  budget 
process. 

The  diversion  of  funds  Into 

politically  popular  projects 
such  as  the  bus  shelters  and 
sports  facilities  has  been  a 

recurring  feature  of  what 
has  sometimes  seemed  more 

like  a   division  of  the  spoils 
among  politicians  than  a 
transparent  budget  process. 

In  past  budgets,  govern- 
ment officials  estimate 

around  S   to  10  per  cent  of  the 
budget  was  allocated  to  dis- 

cretionary funds  for  politi- 
cians for  projects  in  their 

districts,  popularly  known  as 
"pork  barrel"  funds  in  the 
Philippines.  Not  surpris- 

ingly, this  has  been  a   prime 

source  of  corruption,  leading 

to  poor-quality  investment 
and  a   reinforcement  of  the 
politics  of  patronage. 

Reform,  however,  is  under 

way  with  the  Estrada  gov- 
ernment aiming  to  introduce 

greater  rationality  into  the 
budget  process. 

Besides  tackling  the  pork 

barrel  funds,  the  govern* 
ment  aims  to  Introduce  lon- 

ger-term planning  into  the 
budget,  Increase  the  trans- 

parency of  the  release  of 
funds  and  change  the  financ- 

ing mix  of  the  country’s  defi- 
cit to  reduce  the  “crowding 

out"  of  private  sector  bor- 
rowers in  tbe  local  market. 

The  budget  reform  pro- 
gramme may  seem  at  odds 

with  tbe  reputation  of 

Joseph  Estrada,  the  Philip- 
pine president  better  known 

for  his  former  career  as  a 
movie  star.  But  as  mayor  of 
the  Manila  suburb  of  San 
Juan.  Mr  Estrada  also  bad  a 
fair  reputation  for  financial 
management  by  delegating 
to  competent  officials  given 
enough  autonomy  to  pursue 

their  Jobs  -   a   style  of  man- 
agement he  has  continued  at 

the  national  leveL 

“His  budgets  at  San  Juan 

did  run  at  a   surplus,"  says 
Benjamin  Diokno.  the  bud- 

get secretary  recruited  from 

academia  to  reform  the  bud- 
get process.  Already  there 

has  been  significant  progress 
in  the  national  budget. 
Much  of  tbe  pork  barrel 

system  has  already  been 
reformed.  The  size  of  the 

funds  allocated  to  each  con- 
gressman has  been  restricted 

to  an  average  of  30m  pesos 

15770,000)  each,  totalling 
about  1.5  per  cent  of  budget 
expenditure,  much  reduced 

from  past  levels. 
More  important,  the  end 

use  of  funds  has  been 
restricted  and  the  power  to 
release  funds  taken  out  of 
the  bands  of  the  politicians. 

Congressmen  can  now  ear- 
mark the  division  or  funds 

for  projects  in  their  districts 
only  from  a   limited  list  of 
government  priorities,  such 
as  infrastructure,  education 

and  poverty  reduction. 
Funds  will  also  be  directly 

released  from  the  Depart- 
ment or  Budget  and  Manage- 
ment to  contractors. 

In  other  areas,  the  govern- 
ment is  aiming  to  draw  a 

three-year  framework  for 
key  budget  targets  with  the 
Philippine  Congress.  This  is 

aimed  at  injecting  some  lon- 
ger-term planning  and  reduc- 

ing the  annual  delays  in 
passing  tbe  budget  through 
Congress  while  debates  rage, 

usually  over  the  level  of 
pork  barrel  funds. 
The  longer-term  planning 

will  also  improve  the  quality 
of  spending.  Under  the  past 

system,  politicians  would 
seek  as  many  funds  as  possi- 

ble in  one  year  and  spend 

them,  even  if  they  were  not 

enougb  to  complete  the  pro- 
jects. Tbe  result  is  a   plethora 

of  half-finished  projects. 
Another  big  change  has 

been  to  change  the  financing 
mix  of  the  deficit,  projected 

this  year  at  12  per  cent  of 
gross  national  product.  In 
the  past,  the  domestic 
money  market  has  been  the 
prime  source  of  borrowed 
funds. 

With  the  budget  balance 

turning  into  deficit  for  the 

first  time  in  five  years  in 

1998.  the  government  has 
switched  to  raising  funds 
abroad  to  reduce  the  effect  of 

“crowding  out"  private  sec- 
tor borrowers.  This  in  turn 

has  led  to  substantial  foils  in 
Interest  rates  on  local  money 

markets. 

Ms 
Diokno  says  about 

50-60  per  of  tbe  deficit 
this  year  will  be 

financed  from  funds  raised 
from  international  money 

markets  and  loans  from  mul- 
tilateral institutions. 

Already,  the  government  has 
raised  more  than  $1  Jbn  this 

year  in  foreign  bond  issues. 
On  tbe  revenue  side  too, 

tbe  government  is  aiming  to 
Increase  the  woeful  levels  of 

tax  compliance  through  com- 

puterisation and  a   controver- 
sial plan  to  make  ail  dtizens 

declare  their  assets  and  lia- 
bilities. Mr  Diokno  says  only 

199394  95  .96  97  98  99- 
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about  lm  of  tbe  70m  people 

in  the  Philippines  currently 

pay  tax. 

The  prime  task,  however, 
may  be  to  see  less  money  is 
spent  on  projects  such  as basketball  courts  and  more 

on  economically  worthwhile 
developments  and  pro- 
grammes. “The  real  challenge  is  to 

improve  the  quality  of 

spending,"  says  Mr  Diokno. 

□a  ted  loans  are  high-return, 

high-risk  instruments.  This 

is  a   moral  hazard  issue.  If 
the  government  goes  ahead 

and  pays  bads  the  loans,  ft will  be  sending  the  message 

that  companies  can  profit 

from  the  high  interest  rates 

on  high  risk  investments  in 
hanks  which  are  about  to  go 

under,  and  still  get  back 

their  principal  at  the  end  of 

the  day.” 

Turkey 

hopes  for 

pipeline 

agreement 
before  poll 

By  Leyla  Bouton  fn  Ankara  and 
Robert  Cozine  in  London 
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Turkey  is  hoping  to  clinch  a 
deal  for  a   multl-billion-dollar 
pipeline  to  transport  Caspian 
oil  from  tbe  Azeri  capital  of 
Baku  to  its  Mediterranean 

port  of  Ceyban  before  elec- 
tions on  April  18. 

Ziya  Aktas,  energy  minis- 
ter, said  at  the  weekend  the 

government  which  hopes  to boost  its  election  chances  by finalising  agreement  on  the 

long-discussed  pipeline,  was 
keen  to  save  six  months  that 
would  otherwise  be  lost 
while  the  talks  were  picked 

up  by  a   new  government He  said  both  the  govern- ments involved  in  the  proj- 

ect and  international  oil 

companies  aimed  to  finish 

negotiations  on  an  inter-gov- ernmental agreement  as  well 
as  an  all-important  appendix 
on  commercial  terms  for  a 

pipeline  by  April  14. Ankara's  keenness  to  com- 

plete the  negotiations  .   is  ( 

likely  to  give  the  oil  compa- nies some  extra  leverage  and 

therefore  an  incentive  to 
close  the  discussions. 
The  moves  coincide  with 

intense  UK  government  pres- 
sure on  tbe  BP  Amoco-led 

Azerbaijan  International 
Operating  Company  (AIOC) 
to  agree  to  a   prided  which 
Ankara  views  as  being  in  its 

national  interest,  and  which 

is  tbe  centrepiece  of  Wash- ington’s policy  to  isolate 
Iran  and  strengthen  the 

independence  of  the  former Soviet  republics,  in  the  Cq% 

pian  Sea  region?  T   '   ’   
*'? 

Talks  due  to  take  place 
next  week  will  focus  on  what 

incentives  Ankara  is  pre- 

pared, to  grant  to  make  the  - 
project  commercially  attrac- 

tive, given  current  low.  ail 
prices  and  uncertainty  over 
the  eventual  oil  reserves  on 
the  Caspian. 

hi  particular,  the  talks  will 

determine  whether  Turkey  is  • 
prepared  to  guarantee  ebstii overruns  on  its  J2.4bn  estfPy 
mate  for  the  project 

The  AIOC  has  estimated  " 
that  the  l, 994km  pipeline 
could  cost  as  much  as 

$3.7bn.  but  officials  stress 

that  at  present  any  cost  esti- mate is  more  of  a   guess 

given  tbe  lack  of  detailed 

engineering  studies.  ‘ 

Another  stumbling  block 

is  a   proposed  transport  tar- iff. Turkish  officials  said  the 
$2  a   barrel  or  less  transit  fee 

proposed  by  the  oil  compa- nies was  not  realistic.  Oil 

company  executives  say  a   - price  of  $10  a   barrel  oil implies  a   tariff  of  only  $L50 

a   barrel 
There  are  also  differences 

about  the  pipeline's  route. The  oil  companies  are  wary 

of  Turkish  plans  to  build  the 

pipeline  and  its  accompany- ing service  road  close  to  pre; 

dominantly  Kurdish  areasi 
They  claim  the  route  is  not 
the  most  economic  one  and 

are  concerned  that  the  ser- 
vice road  in  particular  could 

become  a   strategic  military 
asset  in  Turkey's  campaign 
against  Kurdish  Insurgents. 
Turkish  officials  said  they 

boped  the  pipeline  - .   which 
they  estimated  would  take 

3V*  years  to  complete.- would  be  ready  by  the  end  of 
2003  or  2004.  AIOC  officials 
say,  however,  it  is  unlikely 
to  be  needed  before  2005.  . 

•   An  explosion  hit  the  Turk- ish section  o f   an  oil  pipeline 

carrying  crude  from  Iraq  to 
Turkey  yesterday,  security 
officials  said.  Renters 

reports  from  Myarbakir: 

The  blast  came  during -'a 
Kurdish  new  year  festival 
that  is  often  a   focus  of  sepa- ratist violence. 
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Ecstatic  balloonists  celebrate  triumph 
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By  Marie  Hoh®Jd h   Dakbta,  Egypt 

A   mixture  of  joy  and  fatigue 
beamed  from  the  faces  of  the 
Breitling  Orbiter  3   balloon 
team  as  the  two  men  were 
picked  up  by  helicopter  from 
the  Egyptian  desert  after 
becoming  the  first  balloon- 

ists to  fly  non-stop  around 

the  world. 
Bertrand  Piccard  from 

Switzerland  and  Brian  Jones 
from  Britain  landed  their  50- 
metre-high  balloon  north- 

west of  the  Egyptian  oasis 

town  of  Dakhla  after  a   *»|_ 
day  journey  or  4-J.OOukm 127,000  miles). 

"We  had  the  most  amazing 
experience.  The  two  of  us left  as  reasonably  good 
friends  and  now  we  are 
extremely  close.”  said  Mr Jones,  a   former  pilot.  The 
worst  part  was  the  cold.  It was  incredibly  cold,  and  the 

cold  saps  the  spirit." Mr  Piccard  described  the 
exhilaration  of  being  sur- 

rounded only  by  wind  and 
clouds  as  the  world  sped  by 
10,000ft  i3.050tn)  below  them. 

"It  was  not  just  two  people 
closed  up  in  a   closet  It  was 
extraordinary  to  be  in  that 
kind  of  contact  with  nature. 
To  sense  nature.  To  hear  the 
wind."  be  said. 
The  circumnavigation 

ends  a   four-year  battle 
between  rival  teams  to 
achieve  the  last  remaining 
feat  in  ballooning. 

Celebration  of  the  landing 

was  marred  by  the  apparent 
reluctance  of  the  Egyptian 
authorities  to  provide  timely 
assistance  to  the  team  sent 
to  collect  the  two  balloonists 

from  the  rocky  plateau  upon 

which  they  landed  at  5.52am 

yesterday. 
The  retrieval  team  led  by 

Alan  Noble,  Breitling 
Orbiter  flight  director,  said 

Egypt  had  promised  two 
helicopters  to  retrieve  the 

pilots  after  their  21-day 
flight.  Tbe  team  flew  to 
Dakhla  yesterday  morning 
and  waited  six  hours  before 

arranging  their  own  trans- port to  the  landing  site. 
The  Egyptian  authorities 

finally  sent  a   helicopter  late 
in  the  afternoon. 

The  balloonists  meanwhile 

spent  over  six  hours  shower- 
ing themselves  In  the  ice 

that  fell  from  the  skin  of 
their  balloon.  At  the  foot  of 
tbe  steep  mountains  on  the 
other  side  of  which  the  bal- 

loon had  landed,  soldiers 

barred  reporters  from  follow- ing the  retrieval  team.  The 

barren  terrain  had  been  cho- 
sen as  the  landing  site  once 

the  balloon  had  only  enough 
fuel  for  50  miles  more. 
The  landing  took  four 

attempts.  The  Breitling  sup- 
port team  circled  around  the 

balloon  in  an  aircraft  as  the 
vast  silver  craft  slipped 

down  towards  the  earth. 
As  it  drew  close,  a   vast 

sheet  of  melting  ice  frozen  to 
the  balloon  crashed  on  to  the 
desert  sand.  This  sudden 

weight  loss  sent  the  balloon 
first  bouncing  to  the  ground 
and  then  soaring  upwards, 
until  it  was  brought  down  at 
the  fourth  attempt 

The  balloonists  had  hoped 
to  reach  the  three  huge  pyra- 

mids at  Giza  outside  Cairo, 

but  strong  seasonal  winds 
forced  them  south. 

OUTPUT  CUTS  PACT  LIFTS  CRUDE  PRICES 

Mexico  hopes 

to  gain  from 
oil  agreement 

Reserved  Chileans  anxious  to 

forget  country’s  dark  past Most  politicians  and  many  voters  hope  Pinochet  will  fade  away 
_   after  this  week’s  Law  Lords’  decision,  writes  Mark  Mulligan 
A   A   I   bmi  Ctute  downs  tools  country  is  still  functioning,  Spain  to  face  charges 
If  \l  Wednesday  the  army  is  safely  in  bar-  genocide  and  torture,  t 
V   V   Law  Lords  -   Britain's  racks  nnri  flnlr.  rnin  rnFn,.r 

hi  hen  Chile  downs  tools 

'   1   /W  on  Wednesday  as  the 
If  ¥   Law  Lords  -   Britain's 

highest  court  -   deliver  their 
second  verdict  on  the  immu- 

nity of  General  Augusto 
Pinochet,  police  will  he 
rolling  their  elephantine 
water  cannons  into  position 
to  deal  with  the  inevitable 

demonstrations  and  celebra- 

tions. 
If  they  rule  against  the  for- 

mer military  dictator,  the 
clamour  will  come  from  out- 

side the  British  and  Spanish 

embassies  in  Santiago's 
leafy,  prosperous  uptown 
area,  where  a   small  band  of 
Pinochet  supporters  have 

country  is  still  functioning, 
the  army  is  safely  in  bar- 

racks and  Colo  Colo,  the 
nation's  favourite  football 
team,  remains  the  most  pop- 

ular topic  of  conversation. 
According  to  Eugenio 

Tironi.  a   leading  academic 
and  former  director  of  com- 

munications in  tbe  ruling 

centre-left  coalition  govern- 

A   trial  in  Chile 

would  test  the  will 

of  President 

Eduardo  Frei 
become  part  of  the  streets-      pensate 

Spain  to  face  charges  of 
genocide  and  torture,  the 
former  military  ruler  will 
eventually  fade  from  public 
consciousness.  However, 

legal  experts  say  tbe  govern- 
ment. which  is  already 

bowed  under  the  weight  of 
criticism  for  its  decision  to 

defend  tbe  general  in  tbe  lat- 
est hearings,  will  find  it 

harder  to  shake  off  the  for- 
mer dictator. 

"Most  politicians  wish  this 

would  go  away,”  says  Jos6 
Zalaquett,  a   leading  human 
rights  lawyer  and  one  of  the 
architects  of  the  Truth  and 
Reconciliation  Commission 

established  in  1990  to  com- 

Pinochat  motorcade;  the  former  dictator’s  supporter*  pictwed 

taste  of  things  to  come  after  the  Law  Lords'  ruling  this  week 

cape  since  their  former 
leader  was  detained  in  Lon- 

don five  months  ago. 

If  he  is  released,  the  gener- 

al ’s  opponents  will  be 
marching  through  the  down- 
jtown  Santiago  to  remind  the 

a’ government  of  its  promise  to 

deliver  justice  In  Chile's 
courts.  In  either  case,  there 
will  be  arrests  and  perhaps  a 

few  injuries,  but  by  Thurs- 
day most  Chileans  will  have 

returned  to  normal  rhythm 
of  life  in  the  atypically 
reserved  Latin  American 
country. 

In  spite  of  the  apocalyptic 

scenarios  painted  by  politi- 
cians and  commentators 

when  Gen  Pinochet  was 
arrested  on  October  16.  the 

families  of 

ment,  the  protracted  and  dis- 
tant nature  of  the  Pinochet 

case  has  given  Chileans  time 

to  reflect  on  the  country's 
dark  past  and  accept  this  lat- 

est development  as  just 

another  stage  in  the  recon- 
ciliation which  began  with 

the  1988  plebiscite  to  end 
military  rule. 

"The  fact  that  this  whole 
process  has  taken  place  in 
another  country,  with  exotic 
characters  such  as  the  Law 

Lords,  and  in  so  many  differ- 
ent stages,  has  allowed  Chil- 

eans to  view  it  all  with 

increasing  coldness.” He  says  if  the  Law  Lords 

clear  the  way  for  Gen  Pino- 
chet to  be  extradited  to 

people  who  disappeared  dur- 

ing the  military  regime.  “But if  the  Lords  rule  against 

Pinochet,  the  government 
will  come  under  intense 

pressure  from  the  military  to 
intervene  in  the  extradition 

process.” 

If  Gen  Pinochet  returns  to 
Chile,  the  administration 
will  be  called  on  from  the 
other  side  of  the  political 
establishment  to  honour  its 

promises  of  trying  the  for- mer dictator  on  home  turf, 
an  outcome  favoured  by  70 

per  cent  of  the  population, 
according  to  recent  polls. 

A   trial  in  Chile,  compli- 
cated by  an  amnesty  law 

covering  the  most  brutal 

period  of  Gen  Pinochet’s 

reign,  would  test  tbe  will  of 
President  Eduardo  Frei  in 
the  final  tittm*  months  of  fits 

six-year  term.  Trei's  admin- istration has  tended  to  be 

reactive,  rather  than  pro- 
active, in  the  question  of 

claims  against  the  military 

government,"  says  Mr  Zala- 
quett. "Before  they've  been 

little  problems,  which  could 
be  left  to  the  courts.  Now 

he's  got  a   big  problem  which 

rails  for  judicial  reform.” 
Gen  Pinochet’s  detention in  London  has  also  proved 

embarrassing  for  the  coun- 
try's rightwing  opposition 

parties,  which  are  trying  to 
distance  themselves  from 
recent  history  in  the  same 

way  that  Spain’s  Popular 
party  shed  the  the  memory 

of  General  Franco,  tbe  for- 
mer rightwing  leader. 

Despite  the  nationalist 
rhetoric  in  the  early  days  of 

his  detention,  political  ana- 
lysts agree  that  Renovation 

National  and  the  Indepen- dent Democratic  Union  (HDD 

are  secretly  relieved  to  have 
Pinochet  abroad  while  they 
muster  their  forces  against 

the  likelihood  of  Chile’s  first 
socialist  president  since  Sal- 

vador AHende,  who  commit- 
ted suicide  on  the  night  of 

Chile's  1973  military  coup. 
“But  if  he  does  come  home. 

It  must  be  as  tbe  victor 

against  tbe  forces  of  interna- 
tional socialism.”  said  one. 

Joaqiri  n   Lavin,  UDI’s  presi- 
dential candidate,  this  week 

called  on  Chileans  to  forget 

•   this  month  In  Santiago  provide  a 
AP 

about  the  past  and  "opt  for 

the  ftiture". 

Meanwhile,  Ricardo  Lagos, 

the  Socialist  party  candidate 
and  the  man  most  likely  to 

be  the  country's  next  presi- dent according  to  tbe  last 

polls,  reiterated  his  call  for  a 

judicial  solution. 

Mr  Lagos  is  well  remem- bered in  Chile  as  the  man 
who  mobilised  the  country 

to  vote  against  an  extended 
term  for  Gen  Pinochet  in  the 

1988  plebiscite,  a   role  which 
cost  him  a   brief  detention  as 

a   suspect  in  an  assassination 
attempt  on  the  dictator  that 

year. 

“If  any  one  candidate  has 
gained  any  advantage 
through  the  Pinochet  case, 
it's  Lagos,”  said  Mr  Tironi. 

By  Andraa  MancM-Campbell in  Mexico  City 

Mexico’s  oil  industry  may  be 

on  the  road  to  recovery  after 
an  agreement  last  week  on  a 

new  round  of  production 

cuts  by  the  world's  leading oil  exporters. 
A   deal  reached  by  the 

Organisation  of  Petroleum 

Exporting  Countries  (Opec) 
oil  cartel  and  non-Opec 
members  in  The  Hague  to 

reduce  exports  by  2.4m  bar- 
rels a   day  as  of  April  l 

pushed  prices  from  a   low  of $7.66  a   barrel  for  Mexican 
crude  last  month  to  above 
$11  in  recent  days. 

Tbe  rapid  rise  drove  prices 
well  above  the  benchmark  of 
$9.25  for  the  Mexican  blend, 
below  which  government 
coffers  lose  an  estimated 

$920m  for  every  dollar  that 

prices  fall. 
Last  week,  PetrOleos  Mexi- can os  (Pemex),  the  state-run 

oil  company,  announced  net 
losses  of  10.6bn  pesos 

($1.08bn)  for  1998  after  Mexi- 
can crude  dropped  to  its  low- est level  in  12  years,  averag- 

ing $6.30  a   barrel  last  year. 
The  loss,  which  comes 

after  net  earnings  of  7£bn 

pesos  in  1997.  forced  the  gov- 
ernment, which  relies  on  oil 

taxes  and  royalties  for  a 
third  of  its  revenues,  to 
introduce  severe  budget  cuts 

to  keep  the  fiscal  deficit  in 

check. Mexico  agreed  to  cut  crude 

exports  by  125,000  barrels  a 
day  under  The  Hague 
accords,  bringing  total 

export  reductions  over  the 
last  year  to  325.000  barrels  or 
about  10  per  cent  of  national 

production.  But  while  previ- ous reductions  failed  to  raise 

prices,  resulting  in  Pemex 

budget  cuts  and  further  fis- 
cal tightening,  this  cut 

should  pay  off.  oil  analysts said. “Pemex  is  sacrificing 

125,000  barrels  out  of  3m  for 

a   33  per  cent  rise  in  prices." said  Ken  Miller,  oil  analyst 
with  the  Texas-based  Purvin 

and  Gurtz  Consulting.  “It’s 

well  worth  it” 

But  just  bow  long  Mexico's good  fortune  will  last depends  on  tbe  staying 

power  of  oil  exporters.  All 
eyes  would  be  on  a   meeting 

of  Opec  members  in  Vienna tomorrow  to  ratify  officially 

The  Hague  accord  for  fur- 

ther confirmation  that  coun- 

tries will  honour  tbeir  com- mitments, market  watchers 

said. 
If  the  agreement  was 

approved,  prices  were  expec- 
ted to  rise  again,  said  ana- 

‘Pemex  is 

sacrificing  125,000 

barrels  out  of  3m 

for  a   33  per  cent 

rise  in  prices’ lysts,  who  are  predicting  a   75 

per  cent  compliance  rate. And  if  all  goes  smoothly, 

prices  should  hold  at  $16  a 
barrel  until  the  end  of  the 

year  for  the  benchmark  West Texas  crude,  said  Mr  Miller, 
after  averaging  $12  in  recent 
months. 

“The  cut  will  make  quite  a 

substantial  impact  on  the 
market  over  the  next  year  if 

they  can  do  it.”  said  Mr 
Miller.  “The  market  has 
reached  bottom  and  we  are 
finally  seeing  the  beginnings 

of  a   turnaround.” 

Rafael  Quijano,  managing 

partner  of  the  Washington- 
based  Latin  America  Petro- 

leum Intelligence  Service, 
said  there  were  more  than  a 
few  weak  links  in  tbe  chain, 

including  Nigeria  and  the 
United  Arab  Emirates, 
which  could  potentially 

renege  on  their  reduction 

commitments  if  prices  con- tinued to  climb. “The  danger  is  others  may 

try  to  cheat  while  Mexico 

remains  disciplined,”  said 

Mr  Quijano. 
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FINANCIAL 

TIMES  MONDAY
  MARCH  22  199

9 
WEEK  AHEAD 

DIVIDEND  &   INTEREST  PAYMENT
S 

UK  COMPANIES 

■   TODAY 

/yean  Aluminium  SO.  15 

Asahl  Breweries  Y73Q.QQQ 

Bank  erf  Ireland  Sub.  Bds. 

2005  E97.5CCGU  10%%  Bds. 

2002  £107.50.  City  Merchants 

high  Yield  Tst  4   p 

Commercial  Loans  on  Invst 

Prop.  Secs.  Class  A   Mort  Bed. 

FRN.  3009  £33.46.  Do.  Class 

Ml  Mort.  Bkd.  FRN.  2009 

£183.86.  Do.  Class  M2  Mort 

Bird.  FRN.  2009  £188.79.  Do. 

Class  B   Mort.  Bkd.  FRN.  2009 

£261.53,  Paiwa  Europe  Bank 

Nts,  2002  Y2, 400,000 
East  Midlands  Electricity 

8.375%  Bds.  2006  £83.75. 

NMB2  HkJgs.  Fin  ZS  1.3248. 

Do.  Ord.  FIN  ZS  1.3248 

Rio  Tinto  Canada  Nts.  2001 

560.  S.G.W.  Fin.  13%%  Gtd. 

Nts.  2001  AS331250,  Welsh 

Water  Utilities  Fin.  7%  Gtd. 

Bds.  2014  £76.25 

■   TOMORROW 

Amer  Grp.  FMK1.  E.IJD.  Parry 

(India,1  IR1-50 
Ekspartfinans  Sub.  FRN.  2002 

526.55.  European  Invst.  Bk. 
11%  Ln.  2002  £275.  First 

Active  £48.85 

Glory  5.6%  Bds.  2000 
Y560.000,  Swallow  Grp. 
9.875%  2015  £4.9375. 
Do.10%%  2019  £5.375, 
Do.11%%  2010  £5.875. 

Thyssen  AG.  DM16,  Do  Br 
Certs  of  Dep.  DM3.20 
■   WEDNESDAY 

MARCH  24 

All  Nippon  Airlines  6.35%  Nts. 
2000  Y 635. OOO,  Asian  Dev. 
Bank.  £256.25.  Birmingham 
Midshires  Bldg.  Soc.  FRsub. 
2005  £39.388.43.  Boots  Co. 

IQVs  Bds.  2017  £2,531.25. 
British  Land  Co.  8%%  1st. 
Mort.  Db.  Bds.  2035  4.4375. 
FCE  Bk.  FRN.  2001  £16.02, 

Gneenalls  Grp.  life  Db.  2014 
£5.75,  Do.  7%  Com.  Sub. 

MARCH  24 -26 
NAPF  Investment  Conference 
1999 

7<ir  most  onpvrtiim  ere* »/  of  the  i tor  >•  r 

petition  fund  itti  eslon. 
Themes:  •   The  responsible  trustee 

•   Europe  and  beyond  ■   Value  lor  mottcy 

■   Corporate  gon-roance  Many  cnunou 
;.peatcrs  will  offer  their  view.  Guest 

cnnlnbu  lions  Iroin  David  Gower.  Ian 

His  lop  and  Jamr.  Nouehtie. 
To  reacJer  cnnloLL 

Kale  Farmer.  Event  Manager 

Tel.  +44  iOj  171  730  05H5 

Fat  +4J  730  Z595 

Email:  ktw  tupf.co.uk 
EASTBOURNE 

MARCH  30  &   31 

Central  &   Easton  European 
Power  Industry  Forum 
Krgh-lcvd  forum  for  muusrry  officials, 

uri lilies,  advisors.  investor.  analyzes 

and  electricity  sector  co-operation, 

project  ft  Dancing,  privatization, 
investment. 

“Energy  Regulation  and  Energy  Trade" Pre-Conference  Seminar  March  Z9 

TAcaoe:  Sheraton  Hold 

Contact:  PmmWeli  PuMutnne  L'KClcE 
T<± 44  ITUS  54m: 

Fat  44  1708  379344 

email-  penireell»*conipu>cnc.cani 
Warsaw.  POLAND 

\min 
Financial  Analysis  Seminar  - Europe 

Considering  the  new  risks  end 
opportunities  m   European  markets 

and  the  rapid  pace  of  change  in 

global  Investing,  investment 

professionals  m   Europe  need  to 
be  armed  wish  the  most  current 

tools  in  their  search  for  superior 

performance.  This  conference  wffl 

address  oore  investment  topics 

from  a   regional  and  global 

perspective. 

Contact  AMR  in  the  USA 

Tel:  1-804-960-3668,  exL  123 

Fax:  1-804-980-3634 

Internet:  wwwLalnv.org 

IMR 

Bds.  2003  3.5p.  Guaranteed 

Overseas  Loan  Fin.  FRN. 

£3.673.46,  Inti.  Bank  for 

Reconstruction  and  Dev.  2010 

£4.75,  Kingspan  Grp.  IRQ-85. 
Midland  Bank  Undtd.  FR  cap. 
Nts.  $285.95 

Quester  VCT  Ip.  Sidlaw  Grp. 
71/2%  Unsec.  Ln.  2003/08 

£3.75,  Spain  {Kingdon  of) 
119!%  Ui.  2010  £293.75 

■   THURSDAY  MARCH  25 

ABF  Invst  5Vi  Unsec.  Ln. 
1987/2002  1 .375p,  Do.  7Vi% 
Unsec.  Ln.  1987/2002  1.875p 
British  Land  Co.  8%%  Bds. 

2023  344.75,  Do.  12'A%  Bds. 
2016  3625 

Cable  &   Wireless  Inti.  Fin. 
3%%  Gtd  Bds.  2019  £862.50 
CW  Residential  Ip 
East  Midlands  Electricity  12% 

bds.  2016 

Hercules  $0.27 
HIH  Capital  7Vt%  Conv.  Cap. 
Bds.  2006  £187.50 

Ryder  10*i  Bds.  2002  £537.50 

Japan  Airport  Terminal  6.4% 
Bds.  1999  Y 640,000 
Kvaemer  Process  4%%  Sec 
Ln.  1994/99,  Do.  9Vs%  Unsec. 
Ln.  2000/05  £4.75 

Logics  1J5p 

Manchester  Corp.  3%  £0.75 
Marstan.  Thompson  & 
Evershed  123p 

Metropolitan  Water  Board 
Chelsea  Water  Works  29*% 

£1.375 
New  Zealand  1114  2014 
£287.50 

Nippon  Telegraph  and 
Telephone  6%  Global  Nts. 
2008  $30 

Northern  Electric  1 2.661  % 
Bds.  1999  £633.05 

Northern  Rock  1Q%%  Sub. 

Bds.  2018  £1.037:50 
NOR  WEB  8.875%  Bds.  2026 8.875p 

Nottingham  Corp.  Water  Ann. 

£0.68 

Halftrack  9.125%  Bds.  2006 

£91.25,  Do.  9.625%  Bds. 
2016  £96.25 
Royal  Insurance  Hldgs.  9%% 
Sub.  Bds.  2003  £96.25 
Shiloh  lOp 

Sotheby’s  Hldgs.  $0.10 
Tendring  Hundred  Water 
Services  4%  Db.  £2 

■   FRIDAY  MARCH  26 

Anglogotd  R8 

BankAmerica  Corp.  $0.45 

BFS  Income  &   Growth  Tst 
2.5p,  DO.  2-5p 

BG  10%%  Bds.  2001  £108.75 
British  Govt  1214%  Exch. 

1999  £6.125,  Do.  13%% 
Treas.  2004/08  £6.75 

British  Land  Co.  6%  Sub.  Jrrd. 

Bds.  £30 
British  Telecommunications 
8%%  Bds.  2020  £86.25 
Cedar  Grp.  0.8p 

Daily  Mad  &   Gen.  Tst  5%% 
Exch.  Bds.  2003  £28,75 

Gartmore  Fledgling  Index  0.4p 
Harmony  Gold  Mining  R0.50 
Hibernian  Grp.  IR0.4p 

Independent  Newspapers 

IR6p 

INVESCO  Conv.  Tst  Ip 
INVESCO  Recovery  Tst. 
22625p 

Irish  Continental  Grp.  IR5.18p 
Irish  Permanent  IR13.4p 

fshihara  Sangyo  Kaisha  5.7% 
Bds.  2003  Y 570, 00 

Jersey  Phoenix  Tst  3.05p 
North  British  Housing  Ass. 
S%%  Gtd.  Sec.  2016/20 
£4.3125 

PowerGen  8%%  Bds.  2003 

£887.50 
Scotia  Hldgs.  8.5%  Conv. 
Bds.  2002  £42.50 

Scottish  &   Southern  Energy 

7.7p,  DO.  7.875%  Bds.  2007 
£78.75 
■   SATURDAY 
MARCH  27 

Mersey  Docks  &   Harbour  Co. 
6%%  Rd.  Db.  1996/99  £3.375 

TODAY 

COMPANY  MEETINGS: 
Updown  Inv,  12, 

Tokenhouse  Yard,  EC,  11.45 

BOARD  MEETINGS: 

Finals: Alexon 
Asda  Property 
Core  Group 

FBD 

Hying  Flowers 
Meristem 

Morgan  Crucible 
Nestor  Healthcare 

Newquest 
Peptide  Therapeutics 

Roxboro 

Interims: 
Schroder  Ventures  Inti 

Wescol 

|   ■   TOMORROW COMPANY  MEETINGS: 

Nightfreight,  Tranmere 
Rovers  FC,  Prenton  Park, 
Prenton  Rd  West, 

Birkehhead,  124)0 

BOARD  MEETINGS: 

Finals: 

Capital  Industries Baynes  (C) 
BLP 

Boosey  &   Hawkes Delta 

EBC Hunting 

Iceland 

Macfariane 
Moo  repay 

Newport 

P   &   O   Steam 

Pegasus 
,   Severfidd-Reeve 
Sherwood  Int 

Interims: 

ADied  London  Props 

Dowdfng  &   Mills 

Frog  mo  re  Estates 
Scottish  Metropolitan 

■   WEDNESDAY 

MARCH  24 
COMPANY  MEETINGS: 
Allied  Textile  Cos,  Forte 

Posthouse  Hotel,  Clifton, 

Brighouse,  W   Yorks.  12.00 
BWD  Securities,  Quayside 
House,  Canal  Wharf,  Leeds, 11.30 

CW  Residential,  1,  Riding 

House  St  W1, 3.00 
Dobbtes  Garden  Centres, 

Mehrife  Nursery,  Lasswade. 
Midlothian,  12.00 

Domntok  Hunter,  Mint 
House,  77.  Mansell  St  E, 10.00 

Soundtracs,  Unit  21 -D, Blenheim  Rd.  Longmead 

Business  Park,  Surrey.  12.00 

BOARD  MEETINGS: Rnals: 

Affiance  UniChem 
Brake  Bros 

Chetsffeld 

City  Centre  Restaurants 
Darby  Group 

Fishws  Inti 

R   extech 

Glynwed  Inti 
Independent  News 

Matthews  (B) 

Next 

Quality  Software 
Slough  Estates 
Stanford  Rook 

Taylor  &   Francis Television  Corp Weir  Group 

Wolstenholrae  Rink 
Interims: 

Barrett  Developments 

■   THURSDAY MARCH  25 

COMPANY  MEETINGS: 
Crest  Nicholson, 

Runnymede  Hotel,  Windsor 

Rd,  Egham.  Surrey,  12.00 

BOARD  MEETINGS: 

Finals: 

Ahris Ask  Central 

Daniels  (S) 

informa Kingspan 
Lionheart 

Norcor 

Novara 
Ottakaris 

Premia- Oil 

SSvemunes 

Singer  &   Friedlander 

UCM 
Interims: 

Cairngorm  Dem  inv 

Leicester  City 

Northern  Leisure 

Scottish  Oriental 

■   FRIDAY 
MARCH  26 

BOARD  MEETINGS: 

Rnals: 

Autologic 

Emess 

Company  meetings  are 
annual  general  meetings 
unless  otherwise  stated. 
Please  note:  Reports  and 
accounts  are  not  normally 
available  until  approximately 

sbe  weeks  after  the  board 

meeting  to  approve  the 
preliminary  results. 
This  Bst  is  not  necessarily 

comprehensive  since 
companies  are  no  longer obliged  to  notify  the  Stock 

Exchange  of  imminent announcements. 

ipntiUNdALIIMES 

P Inamct 

Your  life 

Try  the  FT  World Life  Insurance 

Report  FREE  for two  issues  with 

absaMely  no  RISK 

or  OBLIGATION. 

depends 
on  it 

Ewy  month  let  our  u
nparafiefea 

deliver  up-to-thMwiute  news  and  a
nalysis  direct  to  your  desk. indenting: <r  The  Markets 

*   Pensions 

<*■  Company  news 
m-  Law  and  Supervision 
«   HeaBh 

FINANCIAL  TIMES 

$   YES  Please  start  my  trial  subscription  to  FT  Wbrld  Life 
Insurance  Report  I   understand  that  during  the  fre

e  trial 

period  you  w9l  invoice  me  for  a   yearis  subscription  (12 

issues)  at  the  normal  rate  of  £525  UK  or  £540/US
$920/€780 

Overseas.  If  I   decide  not  to  subscribe,  1   simply  write  caac
el 

00  the  invoice  and  return  it  in  the  envelope  provided. 

ajm 

■   f   vigm 

r   - 

CONFERENCES,  VENUES  AND  COURSES 

CONFERENCES COURSES 
APRIL  22  &   23 

FT  World  Pharmaceuticals 
Dt>uncut4Ktl  ^vatitv  include:  Mr  Fred 

Hx-von.  PhornuLiJ  At  Upjohn:  Mr  Rofen 

Ingram.  (Huolfc<dlivnK  Pic.  Dr  Anthony 

H   WiJd  Warner- Limbcrl  Compjny; 

ftnfi^vor  Dr  Hcrl  Mejia.  Bavcr  AC.  Mr 

Henry  IXcndL  Unit  of  Dsnalibon  Lufkin 

Jenrulie  M«L-hjni  Banking:  Mr  Eli 

Hurvitz.  Ten  Huimanmlical  Industrie- 

Ltd.  Mr  G   tiki  Pajtt  IMS  HEALTH. 

Contk.1:  M.-fuque  Aile-leijn 

FT  Conference'. 
Tel:  +44  171  S75  3J75 

Fxe  +44  |7|  t.77  7067 

e-mail  iDOtuquc  arte^eijn"  fLiajot 

LONDONAPRIL  23 

APRIL  23 

UK  Rnancial  Services:  Trme 
to  Restructure? 

Examine  liter  key  isuc-  factnc  (he  UK 
financial  xmco  industry  at  this 

inicracitxe  forum.  Leading  speaker, 

include:  David  dementi  -   Deputy 

Oncntor.  Bank  of  England:  Peter  B 

Elhftwd  -   Group  Chief  Executive  Officer. 

Lloyds  TSB  Group:  Tim  Jone>  - 
Maiueine  Director.  Retail  Banking 

Services.  NatWevt.  Jim  Spowan  ■ 

Managing  Director.  Standard  Lfle  Back 
Places  are  limited  ..  .   To  reserve  ynur 

place  and  for  tear:  inf-nrunx*  call: 

Andy  Fdulkes  NOW  on 
Tel- 144  I7»i  S?0  1076  or 
FMI44  ITlidMOrSl 

LONDON 

April  2 Improving  the  Performance  of 

the  Graving  Business  Sector 

This  conference,  organised  by  the 

UK  200  Group,  a   nationwide 

organisation  ot  Chartered 
Accountants,  addresses  the 

needs  of  the  SME  sector.  The 

agenda,  including  presentations 

by  leading  financial  figures, 
covers  such  issues  as 

Employ  menf  Law.  the  Euro. 
Financial  and  Economic 

Prospects  for  the  sector.  fT. 

Managerial  and  Presentation solutions. 

Details  (07252J  333511 

Fax  101252/  350733 

I   The  UK  200  Group] 

MAY  11  - 14 Conference  on  International 
Securities  Lending 

Co-jpon.ortfd  h>  ISLA  iL'Ki  anJ 
Robert  Moms  .Vvaocijlc,  tl  SAt.  ihv  is 

the  only  ioinl  US/Eun:fiean  Sucunitcs 
Lcitdmc  Conference  rcenenized  by  the 

industry  PrwmLiii.?rt>  on  equity  fned- 

iDMtnehvpo  market.,  and  updaio.  from 

leadinc  a-»oojuous  worldwide 

influence  lending  markets  in  Europe 

and  around  the  world.  Key  note 

uddreses  from  the  Director  General  of 

Opennonv.  European  General  Bank  and 

the  Dtrecinr  GcneraL  Spinish  Treasury 

will  be  aten. 

Hold  Art*  Bureelmu.  Barcelona.  Spain 

Contact:  Loretta  Sptngler.  RMA. 

tnciuioa  the  FT  aJ 

Tel-  215  JJt-Kfcl 

F«.c  2 15^40-110 1 

LONDON 

1   Madrid,  Spain  | 

APRIL  21 

Information  Management 
Across  The  Supply  Chain  - 
Plan,  Source.  Make,  Deliver 

•   e-Mipph  dam  •   Ririe  of  IT  in  repU.'iu 
invenlory  &   re-mree.  ■   Cclljbyraii'e 

piomoitons  plannof  ■   nunutjciurer 
retailer  •   Manufactur.-r.  -   -ourcinc 

-4ipiplie>  iner  ibe  Internet  ■   Retailer.  ■ 
wcb-ha.M.-d  e-ojmmen.e  m   Challenges  of 
die  uefivnaMed  hiM»^s  •   W.  rfJloe.  and 

the  ime-jated  ■uiph  chain. 

Brochure--  froni  ■nvaniH.-rc:  -   NMHC 
Tel  +44 -0.I2.M 

Fun'-^UiOULM  753H0 

Email:  liei.7iTuniieliiae.uk 

\0  RTH.\  MPTON 

Cai6  Royal,  London 

APRIL  27 

The  Race  To  Raise  Your 

Profile  [anti  your  bottom  line] 
Public  R.: Linen-  Lunieivnce  at  Aintrce 

Li>  erp«.«.'l.  Speakers:  Max 
Cl  1 1   ford:  Martin  Warnn ricbt,  Tltc 

Guardian:  Richard  Uheuily.  s-hief 

euxuu-.e.  Jar.  FM:  Chn gopher Gituud. 
chief  e\sxulive  'lerscy  ftreterslap:  Jen 
Shaw.  Cvloinc  >;  Touch. 

Coniaci-Geurjiiu  Frank  ai 
Sbna  Mailer. 

Td.UI^4?U3wu ICII22 

email,  lacc+r-hirtt'iiurcr-.kom 

A   INTREE  R.\CECOl  RSE, 
LfYERPOOL 

London  Motor 

Di^ngtiiEhed  Speakas  include- Mr 
John  Ssroscn.  Deputy  Chairman 
and  CM  Executive.  The  Mayflower 

Corporation  pic  Mr  John  M   Nefl 
C8E.  Group  CtMf  Executiue.  Unpart 

Group  of  Companies;  Kk  Andrew 

Jackson.  Deputy  Chakmaa  B84TA: 
Mr  Robert  N   Bdmbton.  Chamnan 

and  Chid  Executive.  IM  Group  UrL 
Mr  Graham  Broome.  CMet 

Executive.  SVMT  Industry  Forum;  Mr 

Gregory  Mefectu  Vice  Piestdera. 
Morgan  Startev  4   Co.  btemaHonal. 
LimKed.  t*  Micheet  Woodward. 

Diroctor  Automottve  Practice.  KPMG: 

ProJessor  Garol  Rhys  QBE.  Director 
tor  Cerate  far  Automotive  Industry 

Research.  CarrH  Btsiness  Sdicol. 

Contact:  Julie  Crossan 

FT  Conferences 

Tel:  *44 171  873  3263 

Fax:  *44  171  873  3067 

E-mail:  jtdiexrossai@FT.com 

London 

May  26-28  ■   1 Fr@od  4   -   The  4th  totemationaJ 
Financial  Fraud  Convention 

The  World's  Leading  lntemaScnai 
Convention  on  Financial  Fraud 

and  Financial  Crime  Prevention. 

Sponsored  by  BankArr.erca. 
PncewaterhouseCoopers  and 
Stephenson  Harwood. 

Onjantsaboris  to  include:  the  'JN. 
IMF  Council  of  Europe.  BIS. 

OECD  as  weB  as  Barclays. 

Chase.  Citfcank  and  Reuters 

among  many  c-thers. 

Delegates  expected  from  over  30 
nations,  with  proceedings  in 

English.  French  and  Spanish. 
Contact  Jamie  Harper 

Tet  (+44)171 4191000 

Fax:  (*44)  171 419 1050 
E-mflfcjamieUtfaLoo.uk 

Web  site:  wwwJinaneialfraLclcom 

JUNE  16  &   17 

EUROAiD  99 
Conference  &   Exhibition 

J0  billion  eurr.  annual  bu«ines«. 

.r^ipnnuniti'.-s  in  EU  funditd  project, 

worldwide  covering  many  vector* 

rncludinc  technical  d.ihljnce  Jk 

procurement.  Find  your  European 

pattnerv  lu  hid  for  project-  10  IbO 
couninc 

Sic-fann  Ml— if  de  Lu>iguan 

Tel:  +32  :   sou; 

Fax;  +3:  :   tOO  0328 

Email:  ocihrusM-Kifl  otLbe 

BRUSSELS 

SEPTEMBER  8   - 10 Privatisation  in  Africa 
Third  annual  Fan  African  summit 

cnuiled  ‘ Privatisation  in  Practice  will 

provide  a   much  needed  platfonn  for 
African  leader,,  Dimislen.  pn vale  sector, 

international  investor,,  financiers, 

academics  and  others  to  discuss,  tfcbaie 

and  offer  practical  solutions  to  the  issue- 

of  privatisation  in  Africa.  Limited 

sponsorship  and  speaker  opportunities 
Mill  available 
Further  infonnauon  and  booking  from: 

Business  m   Africa  Cc-nfcrenccs 

London:  Phone:  +44  171  49?  7969. 

Fax.  44  171  4«J5  7966. 
k<tcinncsbure:  Phone  +-271 1   807  0948 

Fax.  +2711  807  0919. 
Email-  Conferencc^eoldcitv.coaa 

ACCRA -GHANA 

SEPTEMBER  15  &   16 

World  Motor 
This  tagh- level  industry  forum,  limed  to 
ciMDcirf:  with  1 be  Frankfurt  Iniesutiooaf 

Momr  Show  wiO  review  the  impact  of  the 

cunea  round  of  initsiry  cmoiiidatiou  ■» 

ihe  global  motor  industry-  Issues  to  be addressed  include:  Vdoocrs  and  losers  in 

cotlsoliilannir  Crilena  for  succev,;  The 

cholloiec  lor  comportem  manufheturers: 

The  ooikiok  for  (otnmerciJ  vehicles: 

GloboJLsauon  or  cbao»7  InvesUDcnl  in 

oropiy  iJuftel'  rc-opprafaed. 
Contact  Monique  \rkcMc-ijn 

FT  Conferences 
Tel:  +J4  17187?  3575 

Rlv  +44  171  873  ?U67 
e-mail  m. tuque -irkc-vietpi^  ft.com 

LONDON 

APRIL  7   -   9 tarcfifri  -   partners  In  financial  kiiowWrlyr 

Essentials  of  Risk 

Management •   Risk  Profiling  •   Risk  Reporting 

•   Opauii’.ial  Manufunent  of  Derivatives 

Risk  •   AppltcatioitN  or  Rede  Measures  to 

Foreign  Exchange  and  Interest  Rale 
Derivatives  •   Audit  ami  Control 

•   Regiihnory  Compliance 
Coaiact:  Birctnn  Traiomc  &   Cottsulnne 

Tel:  OPI  920AA33  Fax:  0|7|  *»’9  6t>44 
EnuiL-  wjehornb  fe-trireiiin.com 

Internet:  bDpJ/ww-w.birchuitraiiiixigcora 

LONDON 

APRIL  12- JUNE  1 
FT  City  Course 
The  FT  Oty  Course,  which  takes  place 

over  8   weekly  afternoon  sesskxts.  provides 
an  cvccliciu  wtroducuon  to  the  Qty  of 

London  as  a   raapr  financial  and  trading 

centre.  Speakers  inrfiak-  Mr  Roger  MBs. 
Bnrish  Bankers'  Association.  Mr  Josh 
.Armenia.  Credit  Suisse  Fiat  Boston:  Mr 

John  SheppertL  Dradner  Klein  wort 
Besson  ami  Mr  Naresfa  Sot^str.  Bonque 

Nalronaledeftris. 

Cotuacr  Monique  Arfccsteijn 
FT  Coofercoccs 

Tel:  i+44)  171  873  3375 

Rut  l+44i  171  873  3067 

Email-  moniquc.oitayajn t9fi.com 

LONDON 

APRIL  14 -16 Advanced  Rnancial  Modelling 

with  Excel 
Aimed  a <   tix^e  whose  wral  involves  the 

tee  of  Exact  to  JrveAip  finnnnal  models 

panicularty  those  in  MJiA.  acquLsitirm 

finaiiaitg  and  project  finance.  Modelling 

techniques  include  •   array  arithmetic  * 

linear  regression  •   afftunisaiion  *   monte 
carto  simulation  ■   financial  framework 

for  modelling  •   development  of  a   fully 

integrated  acquisition  model  •   assumes intermediate  knowledge  of  ExccL 

CnntKL  Zac  Davie,  A   FSMD  for  details 

Te»  441O1 1625  530050 

Fa.v-U<0j  1625  513937 
F. -ot.il-  trammytffsmdoj.uk 

FSMD:  LEADERS  TN  EDUCATION 
LONDON 

VENUES 

Destination:  Guernsey, 

Choose  from  3/4  ‘   hotels  with 
conference  and  meetincs  ibdiities 

at  value  lor  money  prices, 

accommodating  up  to  2fl0 

delegates.  Also  oilers  cKtcnsive 

opponunilies  for  incentive  trips, 

leisure  activities,  and  partner 

programmer 
Contact:  Katherine  Desprcs 

Tel:  01481  726611 
Fax:  01481 721246 

■GUERNSEY 

The  BnwrfaarTlmes  . 

SenilffBrSbtte  :--V 
A   new  presugiots  oty  name  within  the 
Financial  Tunes  Head  Office.  Ideally 
stuted  for  seminars,  press  bunches, 

corporate  functions  and  cockuil 

rccrpuoo  Suphisacaiud  audio  visual 

cqwrmvmt  unubfc  for  all  roquounmu 

Supportive  and  professtoml  Matf  00 

hundioOKEcayrnL 
For  farther  detatbi  please  contact: 

Jar  AmiB Teh  +44  l0lI7l  873  34W. 

Fax: +41(01171873  3067 
KmnB.  jay  amindl  FTXfiOl 
-   •   .--s’".  •   .LONDON 

Conferences, 

Venues &   Courses 

APHiL  21-23 
International  Trade  Finance 

Banking  and  Finance  Courses A   Division  at  Hyperion 
Training  Limited 

Course  coven  tuk  assessment  by 

assessing  a   customer',  trade  cycle,  thins 

highly  imeracavc  case  studies.  Citnvc 
examine!  ihippins  ikoimenmtion  and 
asvxiatcd  tide  factors,  exploring  ihe 

c.wtlki  mage  of  the  rcJe  t-ani  banking 

products  and  the  impact  they-  hove  i* the  ciDTOtner's  trade  riuanre  Deeds. 
Please  contact  Marcus  Hmj  or  Rchecca 

Lever  for  details  on  0I7|  174  4007 
e-mail:  admin  ifhypenoiHraimae  ro.uk 

Web  site.  bup://ww  w.hy-penon- 
trrimne.ro.  nk 

LONDON 

APRIL  25-30 Understanding  Corporate 

Treasury 

Run  joinily  with  The  Association  of 
Corporate  Treasurer*,  aimed  at  new 
eai runt*  to  cotporate  treasury  and 

professionals  ®fio  imertace  with  ucasurv and  need  to  understand  it*  role  10  the 

business.  It  provides  a   comprehensive 
oven  ieu-  of  *   liquidity  Management 

•   interesi  and  cummcy  risk  marc^etnau 

•   corporate  finance  and  funding 

•treasury  nutugcnmi  and  control. . CooUkt  Surah  Collins 

Tel:  41 1O1  171  213  0737 

Fax:  44  iflt  171  248^91 

ErtuU;  «eo(lin<  <MnstMirerc.co.uk LONDON 

APRIL  28  -   30  (Revised  Date) 

hircMn  -   partrwrr  In  UnaneU  fcnonried^e 

Fixed  Income  Securities 
•   Characteristics  ot  Fixed  Income 

Sevuriiic  •   Bond  Mathematics  jl 

Structures  •   Bond  Yields  A   Risks  ■ 

Primary  &.  Scs^ndarv  Markets  -   Trading 

Strategies  ■   Bond  Derivatives  & 

Hcdqinc  ■   Medium  Term  Notes  & 

FRiNs  •   Intro  It.  Asset  Seen  mi  solum  - 

Pnnciptes.  Strueiuics  &   Characwiwtcs 

•   Pricing  Distribution 

Cottuct-  Birvfiin  Trotninji  A   Coftsulling 

Tel: OPI  9296633 Fax' 0171  029664J 
EmaiL  mat.-hsKnbw-btrchni/.om 

Internet:  hnpj/ww*  birchinrrainiRga.'nrn LONDON 

MAY  11  - 13 Corporate  Finance 
Intermediaie  level  aimed  at  those  in 

corporate.--  and  banks  who  need  to 

understand  valuation,  capital  structure, 

shareholder  value  and  funding.  *   Key 

concepts  in  finance  •   Cost  of  capital  • 
Review  of  investment  appraisal  • 

Debc/equitv  management  •   DCF  variation 
•   Valuation  multiples  •   Acquisition 

funding  •   Shoreboldei  value  •   Practical case  studies  -   MBO.  M   Sl  A. 

Cancer  Zoe  Davies  A   FSMD  far  it-cnh Td  44  lOi  01  (£3  530050 

Fxx:  4ltf».01625  523937 

E-mail:  (raimngsj  fsmdcoLtdt 

FSMD:  LEADERS  LN  EDUCATION 
LONDON 

Corporate  Fraaoce An  intensive  programme  covering 
new  issues,  m ergots  and 

acqmsitions  phm  the  essential 

approaches  to  valuation, 

presented  by  Jonathan  Wearing, 

a   practicing  corporate  financier 
with  over  10  years  experience  in  a 

major  international  bank. 
For  further  details  contact 

Mike  Lewis CQy  University  Business 

School IM:  0171  *77  8710 
Fax:  0171  4778882 
Email:  axadev«lopOclt|fJUik 

Internet  wtawxtty.ac.uktad3slad/ 

Interim  Executiva 

Management 
•   1   day  courses  specifically  for 

Interim  Managers 

■   Useful  tar  bath  potential  and 

experienced  Interim  Execs. 

•   Course  includes: 

a)  Pricing  your  services b>  Taxalionltoompany  structure 
and  allowable  expenses 

cj  Contractual  needs d)  Network  development 
•   Presentation  by  highly 

strccessftd  totarlrn  Executive 

»   Shows  you  how  to  be  succesfiftJ 

•   For  further  details  contact: 

toter-Exec  Ltd 
Tefc  01425-805237 
Fmc  01 428-608207 

Home  Coanfies 

loecSctexBltetafiHLBertxltirtiw Itemi  Iflrtl.lltepMMpwmil 

ddeeahs.  Eedy nga/aba  itMsuL 
•ftreBHQariDjonSia»oMtrtl-CoiB«ry 

fteawcfu  TZ-M  April 
•   Hannanteng  H*Comr/ Dro 
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CITY Ijnimsity 

HJSNESS  SCHOOL 

Canteenm  -   MaMng  Umy  Pniflat*: 

WaaMti  uunteBmart  In  tutritem  ttm: 

(rtririanca  Cnvn  nmiurtig 

W   Jm  London  Kten  on  Park  Lana.  UX Tet +3VZMt«6d41 
Fsc+31-ZMMJ 927 

LoodoD 
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OtjuvUlitradm^r 

EIUVM.N  ONIKIOK. 
eSKBTWALOTOMSXnQN 

A   limit  Konur  pom  d* 
Cmpten  CrmodituMELi 

orti  the  Uinwri  of  fari  nwmxwf 

Tntdr.tKd  htiutry . 

EU- Japan  tioft tm  tqr-' . 

■   m*M»*»i«inapBtafltiri  .   . 

TH.  vSI-ia a   nutVAV 
Fai.+J2-2-ZCtW-I5 

Enal:  ■   .tfax  t*  rojapjci  rom  -   • 
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WHIP  EMERGES  AS  FRONT-RUNNER  TO  SUCCEED  BRITTAN 

Ex-Hong  Kong  governor  trails  in  Brussels  race By  Robert  Pestnn 

Alastair  Goodlad.  the  former diief  whip  in  the  opposition 
Conservative  party,  has  re- 
emerged  as  the  most  likely candidate  to  succeed  Sir 
Leon  Brittan  as  one  of  the 
UK’s  two  European  comm- issioners. 

This  is  likely  to  be  a   blow 
to  Chris  Patten,  the  former 
Hong  Kong  governor  and 
Conservative  party  chair- 

man, whose  candidacy  was 

being  backed  by  senior  mem- 
bers of  the  Labour  govern- ment. 

Even  though  Mr  Goodlad 
is  the  nominee  of  William 
Hague,  the  Conservative 
party  leader,  and  an  old friend  of  Tony  Blair,  the 
prime  minister,  it  has  been 
widely  thought  around  the Houses  of  Parliament  that 
Mr  Patten  had  the  edge  in -   the  race. 

But  one  of  the  prime  min- 
ister s   close  colleagues  said; 

Struggling  Greens 
see  a   glimmer  of 

■>  hope  for  success 
The  English  and  Welsh  party  believes  that 
proportional  voting  will  improve  its  election 
prospects,  reports  Sathnam  Sanghera 

The  Green  Party  for 
England  and  Wales  has 
always  been  the  sickly 

cousin  of  the  European 
Green  parties. 
Whereas  Greens  on  the 

continent  have  some  27 
members  of  the  European 
Parliament  between  them 

and  have  members  in  key 

positions  of  national  govern- 
ment, the  English  and  Welsh 

Green  party  has  never  had  a 
representative  in  any  polit- 

ical body  beyond  local  gov- 
ernment. 

But  thanks  to  a   new  sys- 
tem of  proportional  voting 

being  introduced  for  this 

year's  European  elections  in 
Britain,  thd  party  believes  it 
will  have  at  least  one  mem- 

ber of  the  European  Parlia- 
ment by  June.  It  is  also  hop- 

ing for  seats  in  elections  to 
the  new  Welsh  assembly, 
which  will  also  be  held 

under  a   system  of  propor- 
tional representation. 

The  party  has  always 

claimed  that  Britain’s  major- 
ity electoral  system  forcibly 

marginalised  it.  In  the  1988 
European  elections  it  won  15 
per  cent  of  the  vote  but  got 
no  seats.  Since  then  support 

has  fallen  off  -   at  the  last 
election  it  failed  to  reach 
even  2   per  cent  of  the  vote. 

But  this  year  should  be 
different,  says  the  party, 
pointing  to  the  results  of  a 
January  opinion  poll.  This 
showed  that  16  per  rynt  of 
electors  would  be  more 
inclined  to  vote  Green  in 

the  European  elections  if 
they  thought  PR  would  give 
the  party  a   chance  to  win  a 
seat. 
“Taking  account  of  the 

regional  variations  in  thic 
figure,  it  will  only  require 
half  of  these  people  actually 
to  vote  Green  for  the  first 
British  Green  MEPs  to  be 

elected.”  Mike  Woodin,  one 

of  the  party's  joint  leaders, 

said  at  this  weekend's  spring- Green  party  conference. 
Andy  Spring,  a   party 

spokesman,  said:  “If  people 
think  we  can  win  seats  then 
they  will  vote  for  us.  1989 

was  a   good  year  for  cham- 
pagne sales  and  people  tend 

to  vote  for  us  when  they  are 
feeling  affluent.  With  all  the 

champagne  that’s  going  to 
Dow  for  the  millennium 

year,  it’ll  hopefully  be  a   re- 

run of  1989  ” 

“We  are  likely  to  respect  the 

conventions.” 
He  was  referring  to  the 

tradition  that  the  opposi- 
tion's official  candidate  -   in 

this  case  Mr  Goodlad  - 
should  get  the  job. 
Mr  Patten  said  yesterday 

that  the  prime  minister's 
office  bad  not  sounded  him 
out  formally  or  informally 

about  the  job.  “All  I   know  is 
what  I   read  in  the  newspa- 

pers." Mr  Patten  said.  He 
added  that  there  was  no 

paint  in  campaigning  to  get 

the  position. 
A   colleague  of  Mr  Blair 

pointed  out  that  Mr  Patten 

was  occupied  with  the  “big 
job”  of  reviewing  the  Royal 
Ulster  Constabulary,  the 
Northern  Ireland  police 
force,  to  take  account  of  the 

new  political  settlement  in the  region. 

The  prime  minister  called for  the  establishment  of  a 
new  meritocracy  in  Brussels 
after  the  mass  resignation  of 

the  Commission  last  week 
following  an  official  report 
accusing  it  of  mismanage- 
ment. 

He  and  Mr  Goodlad  struck 
up  a   friendship  over  many 

years  as  "pairs"  in  the 

House  of  Commons.  “Pair- ing” allows  MPs  from  oppo- 

site parties  to  absent  them- selves from  votes  in  the 
chamber  without  altering 
the  balance  of  power. 

Like  Mr  Patten.  Mr  Good- 
lad is  an  unusual  Conserva- 

r*  a 

Joint  leader  MHte  Woodin  at  the  Green  party's  weekend  spring  conference Colin  Beere 

The  Greens'  top  target  is 

London,  where  they  are  con- 
fident of  winning  the  9   per 

cent  share  of  the  vote 

needed  to  get  a   seat  in  the 
Strasbourg  parliament  for 

Jean  Lambert,  the  party’s 
second  joint  leader. 

Mr  Woodin  told  the  confer- 
ence: “We  are  sharpening  up 

our  political  act”  But  there were  few  signs  of  this  at 

the  meeting,  which  had  a   de- 
cidedlv  shabby  feel  about 

XL  ■ 

"People  don't  take  us  seri- 
ously.” admitted  Isle  Isbey, 

who  has  been  a   member  of 

the  party  for  more  than  20 
years.  “The  British  public 
just  think  we  just  hug  trees 

and  don’t  realise  we  have  a 

full  political  programme." Adam  Swallow,  an  election 

co-ordinator,  added:  “We  are 
seen  as  extreme  because  we 
are  not  generally  seen  and 
we  are  not  generally  seen 
because  we  are  seen  as 

But  the  Greens  stand  to 

benefit  from  a   number  of  fac- 
tors in  their  favour,  aside 

from  the  new  electoral  sys- 
tem. Their  opposition  to 

genetically  modified  food 
taps  into  a   growing  concern 
in  Britain  about  its  health 

disadvantages.  And  their 
campaign  for  more  openness 

in  the  European  Union  coin- 
cides with  increasing  unhap- 

piness  about  the  way  the  EU 

is  run. 

Their  opposition  to  the 
European  single  currency, 
which  most  other  European 
Green  parties  support,  could 
also  make  them  popular 

with  electors,  who  are  gener- 

ally sceptical  about  the euro. 
“We  want  economic  deci- 

sions to  reflect  a   much 
broader  range  of  social  and 
environmental  factors  than 

they  do  now.  To  achieve  this 
we  need  the  flexibility  to  be 
able  to  mould  the  economy 

to  local  conditions,”  said  Mr Woodin. 

“We  are  a   party’  that  is  in 

tone  with  the  people,”  he added.  “The  people  might 
not  realise  it  yet,  but  it  is 

true." 

tivE  for  being  staunchly  pro- 

European. 
A   senior  official  said  that 

Mr  Goodlad’s  main  disadvan- 
tage was  that  be  was  a 

’’backroom  boy"  who 

appeared  uncomfortable 
making  speeches  or  appear- 

ing on  televisiou- 
Mean while,  the  Pro  Euro 

Conservative  party,  recently 

set  up  by  two  members  of 
the  European  parliament 

who  defected  from  the  Con- 
servative party,  announced 

it  had  recruited  five  new 
candidates  to  fight  the 

forthcoming  European  elec- 
tions. 

They  include  Marcelle d’Argy  Smith,  former  editor of  Cosmopolitan. 

The  party  also  acquired 
the  support  of  Sir  Anthony 

Meyer,  the  former  Conserva- tive MP  who  famously  stood 

against  Margaret  Thatcher in  a   leadership  election  in 

1989,  a   year  before  she  was 
toppled. 

Gene  research 
centre  in  plea 

for  expansion 
By  Brian  teoofli 
in  London 

The  Wellcome  Trust,  the  UK 
research  foundation,  will 
this  week  warn  that  the  UK 

is  set  to  lose  its  leading  role 

in  genomics  unless  the  trust is  allowed  to  go  ahead  with  a 
£l00m  (Si 63m)  expansion  of 
its  Hinxton  Hall  complex. 

Drugs,  medicines  and  ther- apies would  be  produced 
overseas,  it  will  argue  at  a 
reopened  public  inquiry  into 
the  most  explosive  test  case 
of  the  conflict  between  pro- 

tecting the  countryside  and 
allowing  knowledge-based industries  to  grow. 

Hinxton-  Hall  in  Cam- 
bridgeshire. eastern 

England,  is  a   major  contrib- utor to  the  human  genome 

project,  the  international 
scheme  to  decode  the  com- 

plete set  of  human  genes. 
Britain's  scientific  and 

high-technology  commun- 
ities were  outraged  when 

South  Cambridgeshire  dis- 
trict council  refused  permis- 
sion for  a   40,000  sq  m   expan- 

sion to  allow  spin-off 

companies  to  develop  com- 

mercial applications. 
The  council,  faring  intense 

population  growth  and  pres- 
sure from  residents  to  con- 
trol development,  said  the 

campus  was  not  on  land 
planned  for  development. 

and  would  cause  environ- 
mental damage  because  it 

was  not  on  public  transport 

routes  or  near  other  facili- 
ties. Alternative  accommoda- 

tion was  available  on  a   sci- 
ence park  a   few  miles  away. 

A   planning  inspector  rec- ommended rejection  of  Well- come Trust’s  proposal  after 
an  inquiry  last  June,  but John  Prescott,  the  deputy 

prime  minister,  ordered  the 
inquiry  to  be  reopened  in 
view  of  the  national  impor- tance of  the  research. 

Refusing  permission  to  the Wellcome  Trust  would 
embarrass  the  government 
because  it  has  pledged  to 

encourage  clusters  of  bio- technology companies. 
In  evidence  to  the  inquiry, 

which  reopens  tomorrow. 

Michael  Morgan,  chief  execu- tive of  the  genome  campus, 
warns  that  companies  are 

losing  key  researchers  to 
other  organisations.  He  says 

alternative  sites  are  unsuit- 
able because  scientists  and 

research  companies  need  to 
be  alongside  each  other. 

The  trust  says:  “If  plan- 
ning permission  is  not 

granted  for  the  extension 
there  will  be  severe  detri- ment to  the  ability  of  the 

campus  to  remain  competi- tive and  consequently  severe 

harm  to  the  UK’s  leading 

role  in  world  genomics.” 

Inward 
investors 
may  get 
N   Ireland 
tax  break 
By  John  Murray  Brown 

in  Dublin 

The  LTK  government  is 
considering  a   special  low 
rate  of  corporation  tax  for 
Northern  Ireland  to  allow  it 

to  match  the  Irish  Republic's success  in  attracting  invest- 

ment from  other  countries. 
This  is  understood  to  be 

among  proposed  tax  changes 

contained  in  a   strategic 
review  of  the  local  economy 

to  be  presented  to  parties  in 
the  new  power-sharing 

assembly  this  week. Under  the  scbeme.  any 
new  inward  investment 
would  be  taxed  for  up  to  five 

years  at  a   rate  close  to  the 
Republic's  current  rate  of  10 

per  cent. 

The  proposals,  prepared  by 
Adam  Ingram,  the  Northern 
Ireland  economy  minister, 
still  need  Treasury  approval. 

A   separate  business  tax 
rate  for  Northern  Ireland would  breach  the  principle 

of  fiscal  unity  across  the  UK. 
It  would  also  require 

approval  from  the  European 
Commission  as  it  would  be 

seen  by  Brussels  as  anti- 
competitive state  aid. 

The  proposal  may  not 
secure  cross-party  support: 
tbe  Ulster  Unionist  party  is 

expected  to  oppose  it  on 

grounds  it  represents  a   dilu- 

tion of  Northern  Ireland's place  in  the  UK.  However, 
the  moderate  nationalist 
Social  Democratic  and 
Labour  party  will  support 

any  move  to  bring  the  north 
and  south  economies  closer 

together. Business  is  aivn  enthusias- 
tic. Prank  Costello,  a   US  con- 

sultant who  represents 

Boston-based  high-technol- 

ogy companies  interested  in 
locating  in  Northern  Ireland, said  limiting  the  scheme  to 

five  years  “would  be  an excellent  opportunity  to 

gauge  its  success”. 

The  proposals  are  a 
response  to  the  performance 
of  the  Irish  Republic  econ 

omy.  which  created  115.900 

jobs  between  1980-93  against 
13.100  in  Northern  Ireland. 
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BILL  GATES  £►  ON  BUSINESS 

Coping 
with  an 
era  of 
change 
In  this  concluding  extract  from  his  new 

book,  Bill  Gates  examines  the  importance 

of  digging  out  numbers  and  the  leadership 

required  in  a   world  in  transformation 

The  business  side  of  any 
company  starts  and 
ends  with  hardcore 

analysis  of  its  numbers. 

If  you  don't  understan
d  what’s 

happening  in  your  business 

factually  and  you're  making 
business  decisions  based  on 

anecdotal  data  or  gut  instinct 

alone,  you'll  eventually  pay  a 
big  price. 

Microsoft  is  a   product 
company,  and  1   care  deeply  about 
product  development.  But 
anyone  who  has  participated  in  a 
budget  review  with  the  executive 
committee  at  Microsoft  knows 
that  we  insist  on  having  accurate 
numbers  and  insightful  analysis 
of  those  numbers.  Numbers  give 
you  the  factual  basis  for  the 
directions  in  which  you  take 
your  products.  Numbers  tell  you 
in  objective  terms  what 

customers  like  and  don't  like. 
Numbers  help  you  identify  your 
highest  priorities  so  that  you  can 
take  fast  tactical  or  strategic 
action. 

The  line  managers  at  a 
company  need  to  be  doing  the 
numerical  analysis.  Other  groups 
can  help,  but  the  people  who  deal 
with  customers  and  with 
competitive  problems  need  to  be 
engaged  in  looking  at  their 
business  in  every  way  possible 
every  day.  The  analysis  should 
always  support  action,  not  just 
more  analysis.  Analysis  should 

lead  you  step-by-step  to  a 
decision  and  to  action.  You 
have  to  think,  act.  evaluate, 
adapt. 

Starting  with  digital  numbers 

doesn't  merely  eliminate 
redundancy  of  effort  and  errors. 
It  also  sets  in  motion  optimal 
ways  to  process  the  data 
afterward.  Being  digital  from  the 
outset  drives  efficiency  in 
manufacturing,  shipping,  billing, 
and  other  operational  processes. 
Getting  the  data  digitally  is  also 
the  only  way  to  ensure  you  get 
information  quickly  enough,  to 
respond  to  customer  needs  before 
your  competitor  does. 

This  need  for  good,  timely 
information  to  drive  employees 

to  quick  action  is  one  reason  that 

“paper  numbers"  bother  me  as 
much  as  paper  forms  do.  A 
printed  sales  figure  or  a   printed 
number  on  customer  trends  is 
static.  You  don’t  have  the  ability 
to  get  in  and  see  detail  or  to 
e-mail  the  number  and  its 
context  off  to  somebody  to  talk 
about  It.  You  cannot  analyse 
what  is  behind  the 
number. 

When  figures  are  in  electronic 
form,  knowledge  workers  can 
study  them,  annotate  them,  look 
at  them  in  any  amount  of  detail 
or  in  any  view  they  want,  and 
pass  them  around  for 
collaboration.  A   number  on  a 

piece  of  paper  is  a   dead  end.  A 
number  in  digital  form  is  the 
start  of  meaningful  thought  and 
action. 

So  many  parts  of  business  can 
be  improved  through  digital 
systems  that  it  will  take  a 
number  of  years  to  maximise 
every  single  part.  Every  bit  of 
data  in  a   company  should  be  in 
digital  form  mid  easily  retrieved. 
This  data  will  include  every  file, 

every  record,  every  piece  of 
e-mail,  every  web  page.  Every 

internal  process  should  be  digital 
and  integrated  with  every  other. 
A   unified  view  of  each  customer, 
for  instance,  should  record  every 
business  process  related  to  that 
customer.  Every  transaction  with 
partners  and  customers  should 
be  digital  You  should  give  access 
to  customers  and  partners  to 
every  bit  of  data  appropriate  to 
them,  and  vice  versa. 

Punctuated  chaos 

Previous  economic  eras  were 
marked  by  long  periods  of 
stability  followed  by  short 

periods  of  industry-wrenching 
change.  Evolutionists  would  call 
this  phenomenon  punctuated 
equilibrium.  Today  the  forces  of 
digital  information  are  creating  a 
business  environment  of  constant 
change.  Evolutionists  would  call 

this  punctuated  chaos  -   constant 
upheaval  marked  by  brief 

respites. The  Asian  financial  crisis  of 
1998  is  an  example  of  how  digital 
information  flow  is  changing  the 

world.  A   generation  ago  a   boom 
or  collapse  in  any  financial 
market  -   stock  markets. 

currency  markets  -   would  have 
taken  weeks  or  months  to  spread 
worldwide.  Today  the 

participants  in  these  markets  are 
all  digitally  connected.  Any 
downturn  or  upturn  in  an 

important  market  creates 
overnight  reverberations  in  other 
markets.  Businesses  have  to 
react  quickly  to  currency 
changes,  new  credit  risks,  and 

new  valuations.  Business 

decisions  have  to  move  at  the 

pace  of  electronic  markets.  Some 
companies  have  been  very 
nimble  in  responding  to  these 
changes,  and  some  have  only 
watched.  When  all  is  said  and 

done,  the  companies  that  moved 
swiftly  -   for  instance,  to  buy 

carefully  chosen  assets  while 

prices  were  down  -   will  be  the ones  tbat  come  out  best.  They 
had  to  move  fast  not  only  to 

adjust  their  business,  but  also  to 
seize  the  new  opportunities. 

Similar  digital  interconnections 
will  soon  exist  for  all  markets. 
The  digital  world  is  both  forcing 
companies  to  react  to  change  and 

giving  them  the  tools  by  which  to 
stay  ahead  of  it.  Information 
technology  is  the  only  way  to 

have  sufficiently  quick  reflexes 
connecting  business  strategy  and 

organisational  response. 
Today  US  businesses  are  ahead 

of  businesses  in  other  countries 
in  the  adoption  of  digital 

technologies.  The  many  reasons 
Include  an  openness  to 
risk-taking,  individual 

empowerment,  and  labour 

It  all  starts  with  digital  numbers 

•   Knowing  your  numbers  is  more  than  balancing 

your  books  each  month.  It’s  being  able  to  use 
data  for  marketing  and  sales  as  well  as  for 
financial  purposes. 
•   A   number  on  a   piece  of  paper  is  a   dead  end;  a 
number  in  digital  form  is  the  start  of  meaningful 
thought  and  action. 

•   Quick,  accurate  numbers  make  it  possible  for 
customer  actions  to  drive  an  immediate  response 

by  you  and  your  partners. 

Diagnosing  Your  Digital  Nervous  System 
•   Do  your  digital  systems  capture  your 

business's  data  at  foe  point  of  origin  and  in  every 
Interaction  with  your  customers  and  partners? 

•   Can  you  integrate  your  partners'  numbers  with 

yours? 

•   Do  you  have  a   complete  customer  database 
that  you  take  full  advantage  of? 

mobility.  Lower-cost 
communications  and  a   large 

uniform  market  also  help.  It's always  possible  to  catch  up.  so 

American  companies  don't necessarily  have  a   permanent 
lead.  Each  country  needs  to 

study  the  best  practices 
worldwide. 

Many  of  the  business  leaders  I 
meet  outside  the  US  know  that 

they  need  to  adopt  a   digital 

approach.  In  some  cases  they're held  back  by  the  lack  of 
high-speed  connections  in  their 

country.  In  others  they’re  held back  because  of  a   lack  of  college 

students'  exposure  to  digital 
technology  in  their  educational 

system.  They  aren’t  getting  a 
new  crop  of  web-savvy  employees 

each  year.  In  some  cases  they’re held  back  because  partners  and 
customers  aren’t  ready  to  join  up 

digitally.  Investments  in  digital 
infrastructure  and  education  are 

vital  to  each  country’s  future 
competitive  position. 

Areas  in  which  the  US  lags 

behind  include  government  use 
of  the  internet,  government 
policies  on  encryption,  and 

adoption  of  smart  cards. 

Tlie  ‘cognitive  niche* Human  beings  are  not  the  biggest 

animals.  We’re  not  the  strongest 
or  fastest.  We’re  not  the  sharpest 

in  sight  or  smell.  It’s  amazing how  we  survived  against  the 
fierce  creatures  of  nature.  We 

survived  and  prospered  because 
of  our  brains.  We  evolved  to  fill 

the  cognitive  niche.  We  learned 
how  to  use  tools,  to  build  shelter, 
to  invent  agriculture,  to 
domesticate  livestock,  to  develop 

civilisation  and  culture,  to  cure 

and  prevent  disease.  Our  tools 
and  technologies  have  helped  us 

shape  the  environment  around 

us. 

I’m  an  optimist.  I   believe  in 

progress.  I'd  much  rather  be alive  today  than  at  any  time  in 

history  -   and  not  only  because  in 
an  earlier  age  my  skill  set 

wouldn’t  have  been  as  valuable 
and  Td  have  been  a   prime 

candidate  for  some  beast's dinner.  The  tools  of  the 

Industrial  Age  extended  the 

capabilities  of  our  muscles.  The 
tools  of  the  digital  age  extend  the 

capabilities  of  our  minds.  Fm 
even  happier  for  my  children, 

who  will  come  of  age  in  this 
new  world. 

By  embracing  the  digital  age. 
we  can  accelerate  the  positive 
effects  and  mitigate  the 
challenges  such  as  privacy  and 

have  versus  have-not  If  we  sit 
hack  and  wait  for  the  digital  age 

to  come  to  us  on  terms  defined 

by  others,  we  won’t  be  able  to  do either.  The  web  lifestyle  can 
increase  citizen  involvement  in 
government  Many  of  the 
decisions  to  be  made  are  political 

and  social,  not  technical.  These 
include  how  we  ensure  access  for 
everyone  and  how  we  protect 
children.  Citizens  in  every 

culture  most  engage  on  the  social 

and  political  impact  of  digital 
technology  to  ensure  that  the 
new  digital  age  reflects  the 

society  they  want  to  create. 
If  we  are  reactive  and  let 

change  overwhelm  us  or  pass  us 

by.  we  will  perceive  change 
negatively.  If  we  are  proactive, 
seek  to  understand  the  future 
now,  and  embrace  change,  the 

idea  of  the  unexpected  can  be 

positive  and  uplifting. Astronomer  Carl  Sagan  in  his 

last  book  Billions  and  BiUions 
said:  “The  prediction  I   can  make 
with  the  highest  confidence  is 
that  the  most  amazing 
discoveries  will  be  the  ones  we 

are  not  today  wise  enough  to 

foresee". 

As  tough  and  uncertain  as  the 
digital  world  makes  it  for business,  it  is  evolve  rapidly  or 

die  —we  will  all  benefit  We’re 
going  to  get  improved  products and  services,  lower  costs,  and 
more  choices.  We’re  going  to  get 

better  government  and  social 
services  at  substantially  less 

expense. 

This  world  is  coming.  A   big 

part  of  it  comes  through 
businesses  using  a   digital 
nervous  system  to  radically 

improve  their  processes. 
A   digital  nervous  system  can 

help  business  redefine  itself  and its  role  in  the  future,  but  energy 

or  paralysis,  success  or  failure, 
depends  on  business  leaders. 

Only  you  can  prepare  your 

organisation  and  make  the investments  necessary  to 

capitalise  mi  the  rapidly  dawning 

digital  age.  Digital  tools  magnify 
the  abilities  that  make  us  unique 
in  the  world:  the  ability  to  think; 

the  ability  to  articulate  our 
thoughts;  the  ability  to  work 

together  to  act  on  those 
thoughts. 

I   strongly  believe  that  if 
companies  empower  their 
employees  to  solve  problems  and 
give  them  potent  tools  to  do  this, 
they  will  always  be  amazed  at how  much  creativity  and 
initiative  will  blossom  forth. 

Plotting  victory  on  the  battlefield 
Fast,  cheap  technology  has  had  a   revolutionary  effect  on  military  computer 

A   victory  for  technology. 
That’s  how  most 

people  remember
  

the 
Gulf  war  of  1991. 

Cruise  missiles  hugged  the 
terrain  over  hundreds 

 
of  miles  to 

hit  heavily  fortified  targets,  and 

radar-eva
ding  

Stealth  fighters 

dropped  smart  bombs  on 
communic

ations  
centres  and 

bridges.  Flying  2,500  sorties  a   day 
with  minimal  losses,  allied  air 

forces  set  up  the  “left  hook” 
ground  assault  that  drove  Iraq 
from  Kuwait  and  ended  the  war 

after  only  100  hours  of  ground 

operations
. 

The  high-tech  aircraft  of  the 
Gulf  war  had  decidedly  low-tech 
mission  support,  though.  In  the 
Persian  Gulf.  US  Air  Force 
mission  orders  were  written  up 

on  an  old-fashioned  grease  board 
just  as  they  had  been  for  every 
air  war  in  the  past  Squadron 
commanders  had  to  track 
manually  which  pilots  had  flown 
what  missions  and  who  was 

available  to  fly  next  Pilots  got 

face-to-face  “threat  briefings”  on 
target  locations,  the  best  routes 
in  and  out,  locations  of  enemy 
troops,  and  the  possibility  of 
surface-to-air  missiles,  ground 
fire,  and  other  contingencies. 
Then  they  retreated  for  a 
minimum  of  three  hours  and 

usually  seven  or  eight  hours  of 

mission  planning.  They’d  look  up 
relevant  maps  in  a   file  cabinet 

and  photocopy  and  tape  maps 

together.  Then  they’d  “walk  out" 
distances  with  a   protractor,  draw 
In  the  route  and  danger  levels 
with  coloured  pencils,  study 
photos,  transcribe  intelligence 
data  on  to  the  maps,  and 
calculate  the  elevations  of 

obstacles. 
Only  after  completing  this 

paperwork  did  pilots  go  out  to  fly 
their  dangerous  missions. 

Manual  flight  planning  could 
cause  navigation  errors  of  one  to 
two  miles,  a   big  margin  of  error 

if  you’re  trying  to  locate  an 
Isolated  target  without  many 
landmarks.  And  if  new 
intelligence  came  in.  the  whole 
flight  plan  might  have  to  be 
scrubbed  and  the  process  begun 
all  over  again.  One  computer 
system  per  unit  (about  24 
aircraft)  was  available  to  help 
pilots  automate  some  aspects  of 
flight  planning,  but  these 
computers  accommodated  only 
one  user  at  a   time,  were  difficult 
to  use,  and  frequently  broke 
down,  creating  bottlenecks  in 
flight  support. 

After  the  Gulf  war,  the  US  Air 
Force,  like  all  the  services,  held  a 
“lessons  learned"  conference. 
High  on  the  air  force  list  for 
running  a   future  hi  gh-Ln tensity 
air  war  was  better  flight 

planning  for  pilots.  While  some 
active-duty  air  force  personnel 
wanted  to  address  this  need  with 

the  military’s  traditional 
computer  systems,  members  of 
the  US  Air  Force  Reserve  and  Air 
National  Guard,  who  had  civilian 
experience.  Immediately  said: 

"We  gotta  do  this  on  a   PC”. 
The  reservists  turned  to  a 

number  of  commercial  software 

developers  as  well  as  the  Georgia 
Institute  of  Technology,  whose 
researchers  were  experienced 
With  the  mathematical  models 

and  geographic  data  sources 
required  for  a   sophisticated 

mapping  system. 
The  result  was  Falcon  View,  a 

PC-based  mission  planning 
system  developed  in  IS  months 
for  about  $24m  (£i.5m)- 

Falcon  View  cuts  the  old  manual 
mission  planning  process  for  a 
standard  sortie  from  upward  of 
seven  hours  to  less  than  20 
minutes.  It  increases  planning 
accuracy  through  the  use  of 
precise  digital  data  and 
aeronautical  mapping  tools.  And 

it’s  affordable  enough  and  easy 
enough  to  use  that  the  air  force 
has  deployed  it  world-wide. 

FalconView  became  so  popular 
with  pilots  that  they  began  to  ask 
for  additional  capabilities.  Their 
requests  led  the  air  force  to 
embark  on  a   program  called 
Cyber  Warrior  to  bring 
information  technology  to  all 

phases  of  pilot  and  aircraft 
deployment,  from  scheduling  to 
intelligence  dissemination  to 
debriefing.  The  service  quickly 
developed  an  intelligent 
scheduling  system  that  tracks 

pilot  assignments,  training 
levels,  availability,  and  special 
information  such  as  whether  a 
pilot  needs  to  log  a   night  mission 
to  satisfy  training  requirements. 
A   commander  can  do  a   quick 

search  to  find  candidates  for 
upcoming  missions,  and  pilots 
can  dial  in  on  laptop  computers 

FalconView  cuts  the 

planning  process  for 
a   standard  sortie 

from  seven  hours  to 

less  than  20  minutes 

to  see  when  they’re  scheduled  to 
fly.  A   PC-based  debriefing  system 

helps  squadrons  reconstruct 
missions  to  improve  planning 
for  the  next  mission. 

Instead  of  sitting  down  with  a 

paper  map  and  a   set  of  coloured 
pencils,  a   pilot  today  sits  down 
with  a   laptop  computer 
containing  digital  maps  of  the 
world,  digital  images  and  updates 
from  military  intelligence,  and 
an  electronic  drawing  kit 
customised  for  military 

aviators. 
The  pilot  can  immediately 

locate  landmarks  such  as  bridges 

or  rivers,  plot  his  route,  check 
safety  parameters,  check 
weapons  systems  information 

systems 
and  weapons  loads,  link  to  a 
web-based  weather  source,  and 

prepare  flight  plans  and  maps. 
Before  he  flies  the  mission,  the 

pilot  can  study  mountainous 
areas  or  cities  to  preview  what 
he'll  see  in  the  air  and  get  a   good 

idea  of  the  deployment  of  hostile 
forces.  If  the  pilot  wants  to  know 
the  elevation  of  a   mountain,  he 

simply  clicks  oo  It  on  his  digital 
map  and  sees  a   precise  latitude, 
longitude,  and  altitude  reading  - 
information  a   pilot  used  to  have 

to  dig  up  from  paper  charts. 
Fighter  pilots  load  the 

FalconView  pre-mission  planning 

files  into  the  aircraft's  computers 
for  use  in  flight.  In  addition  to 

providing  routine  aviation  data 
such  as  fuel  consumption  and 
take-off  and  landing  information, 
FalconView  has  a   number  of 
specialised  features  for  military 
aviation.  FalconView  data  is  used 
in  onboard  weapons  systems  for 
computerised  targeting  and  for 
checking  weapons  fusing  - 
whether  a   bomb  is  set  to  explode 
on  the  ground  or  20ft  in  the  air. FalconView  does  drop 

calculations  that  take  into 

account  the  altitude  and  speed  of 
the  aircraft,  the  speed  and 

direction  of  the  wind,  even  the 

changing  weight  and  balance  or 
an  aircraft  before  and  after 

dropping  its  payload. 
FalconView  can  mean  the 

difference  between  a   successful 

mission  and  an  impossible  one. 
During  a   tour  of  Bosnia,  a   pilot 

took  his  copy  of  FalconView  with 

him  to  a   base  in  Italy  that  didn't yet  have  access  to  the  software. 
Nato  forces  had  been  looking  for 

a   particular  bridge  in  Bosnia  for 

three  days  and  couldn't  find  it  on 
their  maps  or  from  the  air.  The 

pOot  fired  up  FalconView  and 
located  the  bridge  immediately. 

They  blew  it  up  that  afternoon, 
FalconView  displays  satellite 

imagery  accurate  to  within  five 
metres.  At  the  10-metre 

resolution  of  the  older  system, 

the  bridge  wasn't  visible. During  the  Gulf  war.  the  air 
force  sometimes  had  to  send  10  to 
12  F-16s  to  hit  a   single  target. 

With  the  higher  levels  of 
accuracy  provided  by 
FalconView,  the  air  force  can 
now  send  fewer  aircraft  to  a 

target.  The  goal  is  for  one 
aircraft  to  hit  one  target  The 
greater  degree  of  accuracy  from 
FalconView  will  enable  newer 
aircraft  such  as  the  B-2  bomber 
to  attack  as  many  as  16  targets 
od  a   single  mission,  a   capability 

that  adds  up  to  big  savings  in 

lives  and  money.  “The  American 
people  are  not  willing  to  accept  a 

single  casualty."  says  the lieutenant  colonel  in  charge  of 

the  FalconView  project  “so  every little  bit  of  increased  accuracy 
and  certainty  we  can 

demonstrate  is  worth  a   lot." Another  exciting  aspect  of  a 
digital  military  is  its  ability  to 
increase  dramatically  rates  of 
learning.  Instead  of  having  to 

fight  three  wars  and  lose 
hundreds  of  aircraft  and 
thousands  of  men  to  learn  which 
procedures  and  tactics  work,  the 
air  force  can  now  examine  the 
records  of  a   few  missions  and 

learn  the  same  kinds  of  lessons  a 
lot  sooner.  In  earlier  air  wars, 

including  the  Gulf  war. 

debriefing  was  often 
inconclusive.  Combatants  in 

debriefing  sessions  tended  to 
remember  the  action  through 
only  their  narrow  views  of  the 
situation,  and  their  recollections 
were  usually  blurred  by  the  fog 

of  battle.  It  was  hard  for 
commanders  to  reconstruct  the 
overall  scene  In  order  to 
understand  how  to  Improve 

next  time. 
In  today's  debriefing  sessions, 

pilots  and  commanders  pore  over 
the  FalconView  digital  Bight  plan 
data  and  compare  it  with  video 
footage  taken  from  each  aircraft 
during  a   mission.  A   debriefing 
session  might  involve  the  flight 

plans,  four  videotapes,  and  a 
PC-based  debriefing  system.  The 
crew  can  replay  an  entire 
mission  and  see  who  shot  when, 
whether  a   bomb  was  dropped  too 

early  or  too  late,  whose  aircraft 
was  in  the  wrong  place  at  the 
wrong  time,  and  whose 
unorthodox  but  brilliant 
manoeuvre  saved  the  day. 

After  more  than  15  years  of 

reliance  on  more  expensive 

computer  systems,  there’s  a 
move  across  the  US  military  to 

go  to  standard  PC  hardware  and 

software.  Fast  low-cost 
development  and  the  speedy 

deployment  of  applications  are 

compelling.  The  air  force’s  price 
tag  of  S2.5m  for  FalconView software  development  was  just 

1   per  cent  of  the  $250m 
development  cost  of  the  air 
force’s  earlier  mission-planning 

programs  that  ran  on  non-PC. workstations.  The  ongoing  cost 

for  enhancements  to  FalconView 
is  less  than  $lm  a   year,  compared 

with  many  millions  for  the 
non-PC  systems.  Where  the 

previous  system  required  a 

special  $50,000  workstation  for 
each  squadron.  FalconView  runs 

on  PCs  that  are  part  of  the 
existing  office  infrastructure 
and  therefore  cost  nothing extra. 

FalconView  is  also  gaining 

acceptance  by  US  Army  and 
Navy  aviators  and  is  being  tested 

by  US  marine  pilots.  The  US 

Business  ©   foe  Speed  of  Thought 

Using  a   Digital  Nervous  System 
by  Bill  Gates  with  CoUhs  Hemingway 
Pengu  in  Books,  London 

470P&H&99,  puHshed  March  25 
To  order  a   co py  it  ihe  spe^  price  iif £1  &99inc  free  UK  pp,  call 

FT  BOOKSHOP  on  0181-324  551 1 
(+44181-3245511) 

Fax:  0181-824  5678 1+44181-3245678) 

The  iirsiotfacfto  iftb  series  appemd  on  March 

18  (Speed  gins  Kb  to  Ok  digital  nenous  sptaty. 

tix  second  an  March  19  fJ7ta  CartBnosoft  ‘got ttm  MBTO0. 00  mu  oi  Manti  TO  (Ham  Is 

HfB*  toe  tmvt  is).  An  g&ntem  toe  SB  Bales 
bj  Loutss  tahoe  appeared  on  Mach  17;  Aar refkKtkmsontwttefatobsteDfywtr 

M&ostft  and  tor  Bk  compute  bdus&y  as  a   v/tote 

w®  appear  kmamj*. 
BOacts  O   Httfan  K   Gatos  B   MW 

Marine  Corps  is  experimenting with  FalconView  on  laptop 

computers  and  hand-held  PCs  in 
the  battlefield. 

Marines  have  been  testing  the 
hand-held  battlefield  system  in 
large-scale,  battle-scenario 

training  exercises.  If  approved,  ■ 
the  unit  could  become 

standard-issue  equipment  for 

every  marine  unit  leader.  After 
years  of  trying  unsuccessfully  to 
develop  a   battlefield  solution,  the 
marines  have  done  it  in  three 
months,  for  a   total  development cost,  including  incorporating 

FalconView  and  communications 

software,  of  about  $110,000.  In  the 
future,  the  marines  envision  even 
smaller  Windows  CE  units  for 
the  common  soldier,  wearable  in 
some  form. 

Inexpensive  hardware  means  ■ that  the  marines  will  be  able  to 

treat  the  battlefield  hand-held  as 
just  another  standard-issue  item. 
Like  a   pair  of  boots,  it  wDl  do  its 

job  and  get  tossed  out  when  it’s done.  It’s  impossible  for  even  the 
marines  to  outrun  Moore's  law, 
says  Major  James  Cummiskey  of 
the  Marine  Corps,  acknowledging 
the  speed  at  which  PC  processing 
capabilities  regularly  double  and render  hardware  obsolete. 

“Knowing  that  well  be  throwing 
away  all  our  hardware  every  few 

years,  it  just  doesn't  make  sense 
to  pour  millions  of  dollars  fatn 
custom-computer  systems development.”  he  says. 
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S(j£3For  or?e  srua|l  Rushan 
Q§fl  swurumng  custujne  manu- W   m   facturer.  A   fan  Clack  was 
a   godsend.  Last  summer  he 
worked  with  the  company  to 
develop  its  strategy  and  finances 
He  recommended  the  swimwear 
company  pegged  all  iu  revenues 
to  the  dollar,  instead  of  accruing 
expenses  in  dollars  but  counting 
revenues  in  roubles. 

In  spite  of  the  financial  trauma 
the  Russian  economy  has  suf- 

fered. this  small  clothing  com- 
pany is  still  in  business. 

For  Mr  Clack,  the  project  was 
the  first  element  of  the  Lauder 
programme  at  the  Wharton 
school  al  the  University  of  Penn- 

sylvania. The  Lauder  Institute 
straddles  the  Wharton  school, 
from  which  Lauder  students  get 
an  MBA  and  the  University  of 
Pennsylvania  School  of  Arts  and 
Sciences,  where  the  students 
study  languages  and  are  awarded 
MA  degrees. 
Each  year  some  60  students 

enrol  on  the  programme,  about 
8-9.  per  cent  of  the  total  Wharton 
MBA  class.  They  begin  their  pro- 

gramme iu  May  and  spend  a 
month  in  Philadelphia  before 
completing  a   project  overseas  - 
all  this  is  before  joining  the  regu- 

lar MBA  class  in  the  autumn 
Anyone  who  thinks  an  MBA  is 

tough  would  blanch  at  the  pros- pect «jf  the  Lauder  programme, 
out  as  one  of  the  class  of  2000. 
Patrick  Sallner.  put  if  “Adding oiie  more  ball  is  less  of  an  issue 
when  you're  juggling  six  balls than  when  you’re  juggling 

three." 

The  louder  programme  was  set 
up  in  1&S4  as  a   way  of  combining 
business,  language  and  cultural 
issues.  According  to  Stephen 
Kobrin.  director  of  the  Lauder 
Institute.  "Lauder  is  a   real  force 
for  globalisation  in  a   company. 
"   t*  develop  people  who  can  para- 

chute in  and  be  effective.” Admission  requirements  are 
tough:  an  excellent  academic 
background,  several  Languages 
and  a   feel  for  multi-cultural  busi- 

ness. "We  look  for  people  who are  tolerant.  We  look  for  people 
who  know  there  are  ways  which 
are  not  the  American  ways."  says Prof  Kobrin. 

About  five  years  ago,  the  Uni- 
versity of  Chicago  business 

school  set  up  a   similar  pro- 
gramme. the  International  MBA 

Students  in  Chicago  have  to 
study  and  work  Tor  at  least  six 
months  outside  the  US  during 
the  programme,  which  lasts  for 
2-J  months,  as  opposed  to  21 
months  for  the  regular  full-time MBA  at  Chicago, 

Both  the  Lauder  programme 
and  the  International  MBA  are 
rare  in  US  business  school  terms 
because  they  require  participants 
to  be  fluent  in.  or  learn,  foreign 
languages.  Lauder  graduates 
have  to  master  a   third  language 

before  they  can  graduate  and  the 
International  MBA  students  have 

‘In  Russian  eyes 

there  are  foreigners 

who  speak  Russian 
and  there  are 

those  that  don’t1 
to  be  fluent  in  a   second.  In 

Europe  a   foreign  language 
requirement  is  more  usual. 

At  Spanish  schools.  Iese  in  Bar- 
celona and  the  Instituto  de 

Empresa,  students  on  the  bilin- 
gual MBA  are  required  to  speak 

both  Spanish  and  English, 
although  many  students  speak 
several  more  languages  as  well. 

Many  participants  say  one  reason 
they  choose  these  programmes  is 

precisely  because  they  ’   are required  to  learn  Spanish  during 
their  term  at  the  school. 

Insead.  in  Fontainebleau,  is 

perhaps  the  most  rigorous.  It 
requires  all  participants  to  be 
able  to  work  in  English  and  a 
second  language  on  entry  and  to 
be  able  to  read  a   newspaper  or  do 
business  in  a   third  language  on 

completing  the  one-year  pro- 

gramme. 
Landis  Gabel,  associate  dean 

for  the  MBA  programme  at 

Insead,  believes  the  language  ele- 
ment is  a   very  strong  selling 

point  both  for  recruiters  and  for 

MBA  applicants. Prof  Gabel  says  the  fact  that  an 
MBA  can  pick  up  an  adequate 
level  of  a   new  language  in  a   year 

gives  employers  confidence  in 
sending  Insead  MBAs  overseas. 
“Does  one  need  it?  No.  Is  it  an 

advantage?  Yes.” 

Beth  Bader.  Associate  Dean  for 

International  Programmes  at  Chi- 
cago. emphasises  the  value  to 

employers  of  the  language  com- 
ponent. “We  frequently  talk  with 

business  people  around  the  world 
and  they  say  languages  are  very 

important.  They  are  an  impor- 
tant step  towards  learning  a   new 

culture." 

Graduates  from  the  Chicago 

programme  do  not  necessarily 
work  internationally  on  complet- 

ing the  programme,  though,  says 
Ms  Bader.  This  is  because  many 
US-based  multinationals  prefer 

their  employees  to  work  for  a 
year  in  the  US  before  giving 

■F  1   ftvu  fputi 

'   farnvll  fSbt*. i   0**  fay*-**  tystuyfa*  fi*\  1 fi++**.  A"  y   fit* 

them  an  international  posting. 

But  like  Prof  Kobrin  she  is  con- 
vinced these  students  are  special 

and  that  the  experience  will  pay 

off  in  the  long-term.  “Our  objec- tive is  to  train  people  for  a   career 

in  global  management." 

Mr  Clack,  who  worked  for  sev- 
eral years  in  Russia,  believes  the 

language  is  an  essential  element 
of  running  a   successful  business 
there.  “In  the  eyes  of  a   Russian 
there  are  the  foreigners  who 
speak  Russian  and  the  foreigners 

who  dun’t  speak  Russian.  The 
attrition  rate  is  much  higher  if 

you  don’t  speak  Russian  because 
you  don’t  become  part  of  the 

community.  IT  you  don't  speak' 
Russian,  you  don't  get  the  busi- 

M999  Unisys  Corporanon. 

LUCY  KELLAWAY 

Manners, 
*   mime  and 
management 
To  discover  rude  or 

thoughtless 
employees,  simply 
ask  the  switchboard 

I   want  you  to  think  about 

how  you  enter  your  office 
building  each  morning.  Go 
on.  imagine  yourself  coming 
in.  Mime  your  movements. 

You  've  got  to  he  joking, 
thought  the  young  lawyer, 
who  had  just  been  asked  to 
do  this  by  the  managing 
partner  of  the  big  City  law 
firm  where  she  worked.  Yet 

she  didn't  argue.  She  was  up 
for  partnership  and  realised 
she  had  better  do  as  she  was 
told.  Reluctantly,  she  took 

Ik,'  an  imaginary  briefcase  in 

™   one  hand,  an  imaginary' 
cappuccino  in  the  other,  and 
mimed  her  way  through  the 
doors  grid  over  to  ibe  lift. 

He  looked  displeased. 

You've  foi gotten  something, 
he  said.  She  thought  about 
it,  but  came  up  with 
nothing.  So  he  got  up  and 
mimed  his  way  into  the 

building:  briefcase  in  one 
hand,  through  the  doors. 
Then  he  turned  to  say  a 

gracious  good  morning  to 
the  woman  on  reception. 

Only  then  did  be  venture  to the  Lift. 

Possibly  this  man  was 

being  old  fashioned  in  taking 
into  account  common 
civility  when  considering  a 

high-flying  young  lawyer  for 

partnership.  But  1   think  he 
was  on  to  something.  Being 

polite  is  something  that 
matters  in  organisations. 

People  who  are  crass  or 

thoughtless  in  the  office  are 

more  likely  to  be  crass  or 

thoughtless  with  clients,  too. 
Failure  to  be  polite  should 
be  a   black  mark  when  being 

considered  for  promotion. 

Yet  to  flush  out  rude 

employees,  there  is 

mercifully  no  need  to  resort to  such  embarrassing 

practices  as  mime.  An 
alternative  would  be  to  ask 

the  people  on  reception 
about  the  people  they  dally 

see  coming  in  and  out. 

I   can  think  of  an  even 

better  source  of  information. 

The  people  at  reception  may 
know  something:  the  people 

on  the  switchboard, 

however,  know1  everything. 

They  can  tell  you  who 
hangs  up  without  saying 

goodbye.  They  can  teU  you 

who  is  rude  and  who  is 
patronising. 

This  worm’s  eye  view  of 
office  manners  is  worth 

many  times  the  view'  of  
a 

manager.  Everyone  shows 

their  polite  face  to  the  bos
s; 

but  when  it  comes  to  the 

people  on  the  switchboard, 

who  are  both  anonymous 
and  unseen,  it  is  another 

matter  altogether. 

You  could  argue  that 

telephone  manner  is  not
  a 

good  indication  of  who  
is, 

and  who  is  not.  a   good
  1 

manager.  Up  to  a   point,
  that 

is  true.  A   manager's  abili
ty 

to  take  great  decisions  and 
his  willingness  to  look  up 
internal  phone  numbers 
himself  are  not  the  same 

thing  at  all.  But  these  are 
soft  days  in  the  corporate 
world,  and  one  of  the 
reasons  we  are  valued  as 

employees  is  for  our  people 
skills.  That  being  the  case, 
companies  are  missing  a 
trick  in  not  asking  the 
views  of  the  people  who 

really  know. 

There  have  been  many 
books  out  recently  on  the 
worth  of  people  to  an 

organisation,  and  how  to 
calculate  it  precisely.  A 

grand  debate  is  ranging  over 
whether  people  are  best 
thought  of  as  assets,  or 
whether  they  are  more  like 
capital.  Which  side  of  the 
balance  sheet  do  people 
belong  on? 

One  of  the  receut 

contributions  to  this  debate 
is  Delivering  on  Oie  Promise 

by  three  chaps  at  Arthur 
Andersen.  The  book  -   which 
i5  apparently  selling  like  hot 
cakes  in  the  US  -   has  at  its 
heart  a   matrix,  which  is 
-holistic"  and  takes  in  the 
rwo  areas  of  time  and  space. 
The  writers  are  so  convinced 

they  are  on  to  something 

they  have  taken  the 
precaution  of  seeking 
trademark  protection  for 
their  novel  system,  which 

they  have  called  Human 
Capital  Appraisal. 

I   think  they  might  be  a 

little  premature.  The  whole 

argument  seems  to  be  quite 

absurd.  Trying  to  turn 

people  management  into  a science  is  fatuous.  Any 

attempt  is  necessarily  bound 

to  fail.  We  know  that 

companies  need  good  people. 
We  also  know  that 
companies  are  not  going  to 
get  or  keep  good  people 

unless  they  can  offer  them 

interesting  work  and  treat 
them  well.  That  would  seem 

to  be  the  end  of  the  story. 

Fve  always  had  my  doubts 

about  delayering.  The  most 

satisfying  shape  for  an 

organisation  is  a   pyramid. 

The  fashionable  flat 

structure  with  a   spike  in  the 

middle  is  no  match  for  it. 

But  now  I   am  delighted  to 

learn  that  many  companies 

are  coming  around  to  this 
view.  According  to  research 

from  Warwick  Business 

School,  the  average  number 

of  layers  in  companies  is 

pretty  static:  and  while  30 
per  cent  are  taking  them 

out,  some  20  per  cent  are 

putting  them  back  in. 
That  has  got  to  be  good 

news:  not  only  are 

companies  more  stable  when
 

there  are  a   decent  number  of 

layers,  it  is  no  fun  climbing
 

a   ladder  when  all  the  rungs 

have  been  taken  out. 

We're  helping  our  clients  with  the  millennium  problem. 

Now  that's  really  working  against  the  clock. 

Great  ideas  don't  always  come  between  the  hours  of  nine  to  five.  Especially  for  situations  as  far 

reaching  as  the  Year  2000  problem.  So  even  when  we're  not  at  work,  we're  working  on  it  And 

coming  up  with  solutions,  like  bringing  Australia's  major  banks  together  to  help  address  the 

kind  of  problem  that  only  comes  along  every  thousand  years.  We're  helping  our  clients  work 
together  and  prepare  for  potential  problems  no  one  has  had  to  face  before,  www.unisys.com 

:■  i   r\l 

UNISYS We  eat  sleep  and  drink  this  stuff. 
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PROFILE  JOACHIM  MILBERG,  CHAIRMAN,  BMW 

New  driver  on  an  old  route 
The  recently  appointed  chairman  of  the  German  group  has  confounded  those  who 
expected  him  to  be  a   dry  academic,  writes  Haig  Simonian When BMW 

W   unexpectedly  ditched 

its  top  two  executives 
last  mouth,  it  compounded 

the  shock  of  the  announce- 
ment by  appointing  a 

little-known  former  aca- 
demic as  the  German  car 

maker's  new  chairman The  best  most  writers 
could  say  about  Joachim 
Mil  berg,  who  bad  been 
BMW's  low-profile  produc- 

tion chief  until  his  meteoric 

promotion,  was  that  he  was 
“a  respected  former  univer- 

sity professor”. 
Mr  Milberg  joined  BMW  in 

1993  from  Munich’s  Techni- cal University,  where  he 
taught  marhinp  tooling  and 
business  studies.  It  was 

hardly  an  ideal  start  for  the 

head  of  one  of  the  world’s 
most  prestigious  car  makers, 
with  almost  120.000  employ- 

ees and  sales  of  DM63bn 

(£2L7bn)  last  year.  But  then, 
Mr  Milberg  is  not  taking 
over  in  ideal  circumstances. 

Little  Is  known  about  what 

happened  at  the  bowl  meet- 
ing on  February  S   that  ended 

In  the  dismissal  of  Bernd 

Plschefsrieder,  BMW’s  popu- lar chairman,  and  Wolfgang 

Reitzle,  his  high-profile  rival 

and  de  facto  number  two. 

But  nobody  doubts  that 

Rover,  BMW’s  UK  subsid- iary, was  the  cause  of 
their  downfall. 
Messrs  Pfscbetsrieder  and 

Reitzle  disagreed  on  what  to 
do  about  the  losses  at  Rover. 
The  quarrel  turned  nasty.  It 
became  a   power  struggle 
that  threatened  to  paralyse 

decision-making.  The  board 
decided  the  two  men  should 

go,  and  it  chose  the  mild- mannered  Mr  Milberg  to 

restore  a   semblance  of  har- mony to  the  group. 
Even  if  he  wished  to 

emerge  from  obscurity,  Mr 
Milberg  would  be  barred 

But  the  new  BMW  chair- man ha«  confounded  those 

who  expected  him  to  be  a 

dry  academic.  In  his  first  - and  so  far  only  -   media 
appearance  since  his 
appointment,  Mr  Milberg 
came  across  as  an  assured 

speaker  in  charge  of  his 

The  basic 

strategy  is  the 

same.  You  can’t 
change  strategy 

every  two  weeks1 

better  than  is  being  pres- pyitod  from  outside,"  he  said. 

Mr  Milberg  was  probably 

grateful  for  BMW’s  rule  of silence,  as  the  problems  that 

led  to  Mr  Pischetsrieder’s downfall  have  no  easy  solu- tion. Some  would  say  Mr 

Milberg  has  been  handed  a 

poisoned  chalice. 
For  years,  BMW’s  sports saloons  and  its  formidable 

marketing  machine  were  the 

envy  of  its  rivals.  But BMW’s  reputation  has  suf- 
fered from  growing  problems 

at  Rover,  Its  UK  subsidiary. 
It  was  bought  for  £800m  in 

1994,  during  Mr  Piscbetsried- er’s  early  days  as  chairman. from  doing  so  by  a   company                  and  he  spent  the  next  five 
rule  that  keeps  new  execu- 

tives in  public  relations  pur- 
dah for  their  first  100  days. 

So  while  Mr  Milberg  has 
remained  silent.  German 

newspapers  have  speculated 
about  the  multi-million 
D-Mark  compensations 

under  negotiation  to  per- 
suade Mr  Pischetsrieder  and 

Mr  Reitzle  to  leave  quietly. 

Last  Friday,  Ford  announced 
that  Mr  Reitzle  would  be 
joining  to  run  its  growing 
portfolio  of  prestige  brands, 
including  Jaguar  and  Volvo. 

brief.  The  audience  at  the 
Geneva  motor  show  this 

month  was  packed  with 
sceptical  business  writers, 
but  Mr  Milbeig  was  unfazed. 
“At  least  I’m  used  to 

addressing  big  anditoria,” the  55-year-old  professor 
said.  He  delivered  a   polished, 

if  superficial,  overview  of  the 
latest  developments  at  BMW, 

saying  the  company  would 

not  be  the  motor  industry’s next  takeover  target. 
“Things  are  going  much 

Suppose  you 
met  a   banker  who 

took  the  time  to 

talk  with  you  ?   /   / 

In  tliis  fast-changing  world,  Geneva's  Private  Bankers  still believe  that  the  prime  task  of  a   bank  is  to  serve  its  clients... 

effectively.  And  face  to  face.  Technological  progress,  in  our  view, 

is  above  ail  a   means  of  gaining  time  -   time  we  can  devote  to  our 

clients.  For  we  define  progress  as  being  ever  closer,  ever  more 
responsive  to  those  who  place  their  trust  in  us,  wherever  they 
may  be.  Which,  indeed,  is  why  we  are  bankers  -   Private  Bankers. 

g 
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Geneva's  Private  Bankers LIBERTY  ■   INDEPENDENCE  ■   RESPONSIBILITY 

B0RDIER  &   Cie 
(1844) 

DARiER  HENTSCH&Cie 

(1796) 

In  Geneva: 

LOMBARD  ODIER&Cie 
(1798) 

-   MIRABAUD&Cie 
(1819) 

PICTET  &   Cie 
(1805) 
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years  trying  to  integrate Rover  into  the  .group. 

Instead  of  providing  an 

entry  into  the  mid-range market  -   without  damaging 

the  luxury  BMW  brand  - Rover  turned  into  a   quag- 

mire for  the  Munich  com- 
pany. It  consumed  manage- ment time,  cash  and  careers. First  came  the  abrupt 

departure  late  last  year  of 

Walter  Hasselkus.  the  affa- ble BMW  board  member 
summoned  to  sort  out  Rover 

in  1996.  The  quandary  ulti- 

mately cost  Messrs  Pischets- rieder and  Reitzle  their  jobs. 
BMW  last  week  revealed  a 

massive  rise  In  Rover's losses  to  DMLS7bn  (£66Sm) 

last  year  -   well  above  ana- lysts’ estimates.  The  big 

jump  was  largely  responsible 
for  depressing  BMW’s  group 

net  profit  to  DM903m,  com- 
pared with  DMl.25bn  in  1997. 

The  setback  will  undoubt- edly lead  to  some  tough 
questions  for  Mr  Milberg 

when  he  fleshes  out  BMW’s 
results  on  March  30. 

Although  there  is  little 
hope  of  restoring  Rover  to 
profitability  by  2000,  it  will 
be  Mr  MUbergfs  job  to  sort 
things  out.  His  strategy, 

however,  looks  like  that  of 

his  predecessor:  spending  his 

way  out  or  trouble. In  Geneva.  Mr  Milberg 

confirmed  BMW  would 
invest  heavily  to  replace 
Rover’s  slow-selling  200  and 

400  models  with  more  attrac- tive cars.  The  disappointing 

sales  of  the  two  vehicles  and 
the  strength  of  sterling  lie  at 

the  heart  of  Rover's  prob- 

lems. In  spite  of  some  apparent  ” 
delays.  BMW  is  expected  to 
announce  it  will  spend  about 

£1.7bn  to  rebuild  Rover's  104- year-old  Loagbridge  plant  in 
Birmingham,  where  the  200 
and  400  models  are  made. 
The  German  carmaker  will 
receive  a   substantial  amount 
of  investment  aid  from  the 

British  government  to  do  so. 

Eventually,  the  ram- shackle Longb ridge  facilities 
will  be  replaced  by  a   leaner, 

more  productive  factory  that 
will  turn  out  the  successors 
to  the  200  and  400  series  and 

the  new  Mini.  The  new  mod- 

els are  a   big  risk  &r  BMW 

Investors  are  concern
ed 

about  Rover’s  mounti
ng 

losses  and  the  sharp  decli
ne 

in  its  UK  market  sha
re. 

These  in  turn  have  affected 

BMW’s  share  price- It  will  be 

up  to  Mr  Milberg  to  convin
ce 

shareholders  that  
BMW’s 

new  seven-member  board  is 

in  control  of  the  situation. 

perhaps  Mr  Milberg  had no  choice  about  following 

the  strategy  mapped  out  by 

his  predecessor.  He  says 
BMW’s  new  board  has 

“accelerated  and  intensified" 

the  integration  process.  “The 
basic  strategy  is  the  same. 
You  can't  change  strategy 

every  two  weeks,"  he  says. Modernising  Longb  ridge 

was  the  last  leg  of  a   plan 

drawn  up  by  Mr  Pischets- rieder to  transform  Rover 

from  a   basket  case  to  a 

competitive  carmaker. 
The  blueprint  started  with investment  in  Land  Rover,  J 

the  group's  popular  off-road  “ 
subsidiary,,  at  a   time  of 
growing  demand  for  trendy 

sports  utility  vehicles.  Land Rover’s  Solihull  plant  got  a 

complete  overhaul,  and,  last 

year,  it  buQt  a   record  num- ber of  vehicles. 

BMW  money  performed the  same  magic  at  Cowley,  a 

crumbling  factory  renamed 
Rover  Oxford.  The  plant  was 

rebuilt  to  create  a   high-tech 

production  base  for  Rover’s 
new  75  saloon  and  future 
offshoots. 

At  Gaydon,  near  Warwick, 
BMW  helped  Rover  create  a 
product  development  centre 
modelled  ou  the  German 

group's  own  Munich  base. 
Together,  the  projects  and 
their  associated  new  models 
have  cost  DM7bu,  excluding 
the  initial  takeover  cost, 
according  to  Mr  Milberg. 
This  month  BMW  and Rover  wffl  merge  their  sales  j 

and  marketing  operations  -   ' an  example  of  die  integra- 

tion analysts  said  was  over- due. Similar  steps  are  being 
taken,  from  purchasing  to 

public  relations,  to  eliminate duplication. But  even  these  reforms 
were  part  of  the  package 

pushed  through  by  Mr  Pis- chetsrieder late  last  year  as 

the  depth  of  Rover’s  crisis became  apparent 

Mr  Milberg  is  widely  cred- 
ited with  the  successful 

introduction  last  year  of  the 
latest  .generation,  of.  the  3 

Series  -   BMW’s  bestselling 
model.  The  production 
launch  took  place  at  three 
plants  simultaneously  and 

was  praised  as  the  smooth- est in  thecompany’s  history. 
Given  his  wide  experience 

in  production  engineering  - his  academic  speciality 

(machine  tools)  gave  him 

privileged  access  to  all  the 
world's  car  factories  -   the new  BMW  chief  probably^ 

has  ideas  of  his  own  abou9>y 
what  should  be  done  about 

Rover.  So  far,  however, 

he  has  been  reluctant 
to  show  them. 

Essential  Guide 
to  Joachim  Milberg 
Herr  professor  even  by 
German  standards,  Mr 

Mifberg's  qualifications  look impressive.  He  has  three 
doctorates  -   albeit  two 

honorary. 

Before  being  appointed 
BMW's  board  member  for 

production  in  November 
1993,  he  taught  for  more 

than  12  years  at  the Technical  University  in 

Munich  -   alma  mater  for 

many  of  BMW's  engineering 

egg-heads. 
Even  after  joining  the 

company,  he  continued lecturing  every  week  until 
last  year. 

A   practical  bent  in  spite  of his  teaching  career, 
Professor  Milberg  is  no 

bookworm. Rather  than  going  straight 

to  university,  he  gained  a 

work  qualification  as  a 
machine  repairer. 
Soon  after  gaining  his 

doctorate  at  the  Technical 

University  of  Berlin  in  1972, he  moved  into  industry, 

climbing  the  ladder  at 

Gildemeister,  the  German 
machine  toots  group,  which 

ha  helped  to  turn  around. 
Knows  Ns  nuts  and  bolts: 
hfe  academic  speciality  was 

production  engineering  for 
the  motor  industry  -   a   beat 

giving  him  privileged  access 

to  all  the  world's  car factories. Insiders  say  that 

background  proved  its 

worth:  last  year's simultaneous  introduction  of 
BMW’s  latest  generation  3 
Series  -   its  best-selling 

model  -   at  three  plants  was 
the  smoothest  production 

launch  in  the  company’s 

history. 

. . .   and  his  figures  Mr 
Milberg’s  university  teaching 
combined  pure  production 
engineering  -   looking  at 
questions  such  as  what  type of  machine  tool  might  be 

most  appropriate  for  a   given task  -   with  applied  business 
issues,  such  as  whether  they 
might  also  be  productive 
and  profitable.  A   formidable 
mixture. 
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THE  ARTS 

BERLIN 
On  Sunday  Daniel  Barenboim 
(above)  frits  the  curtain  on  his 
annual  “Festtage"  with  a   new 
Harry  Kupfer  production  of 
Tannhauser  at  the  Undenoper. 
The  festival,  now  a   fixture  In 

Berlin's  Easter  calendar,  also 

includes  concerts  by  the  Chicago 

Symphony  Orchestra. 

LUCERNE 
The  1999  Easter  festival,  opening 

tomorrow,  is  the  first  to  be 

organised  by  new  festival  director 
Michael  Haeftiger.  n   includes  four 
conceits  of  sacred  music, 

featuring  Nikolaus  Harnoncourt's Concentus  Musicus  and  other 

period  ensembles.  Lorn  Maazei 
will  also  conduct  a   performance 
of  Bruckner's  Eighth  Symphony 
in  Lucerne's  sparkling  new concert  halt. 

SALZBURG 

The  focal  point  of  the  Easter 
festival  is  a   new  staging  of  Tristan 

und  Isolde.  Claudio  Abbado 
conducts,  Klaus  Michael  Gruber 
directs,  and  the  cast  is  headed  by 
Ben  Heppner  and  Deborah 
Polaski.  The  first  night  is  on 

Saturday.  In  addition  to  its  duties 

in  the  pit,  the  Berfin. Philharmonic 
gives  concerts  under  Abbado. 
Bernard  Haitink  and  Kurt Sanderling. 

LONDON The  artistic  heritage  of  the  Sikhs 

Is  the  subject  of  an  exhibition  at 
the  Victoria  &   Albert  Museum, 

opening  on  Thursday.  It  includes 

paintings,  jewels,  textfles 
weapons  and  musical Instruments  (below)  from  the  1 9th 
century  treasury  of  Ranjft  Singh, 
the  first  Sikh  Maharaja  of  the 

Panjab. 

MoisSs  Kaufman's  play  Gross 

Indecency  opens  at  the  Gielgud 
Theatre  tonight.  Starring  Michael 

Pennington  (nghtj  as  Oscar 
Wilde,  the  play  weaves  together 

courtroom  transcripts  and  other 

writings  In  the  tale  of  the  writer's downfall. 

S1TUVTF0RD-UP0N-AV0N 
The  Royal  Shakespeare 

Company's  summer  season kicks  off  with  a   new  production 

of  Ben  J orison's 

Vo Ipone, 

. .   .*28 

opening  at  the  Swan  Theatre  on 
Wednesday.  The  director  is 

Lindsay  Posner  and  the  cast  is 
led  by  Malcolm  Starry  and  Guy 

Henry.  Michael  Boyd  directs  A 

Midsummer  Night's  Dream,  at 
the  Royal  Shakespeare  Theatre 
from  Thursday,  with  a   cast 
including  Josette  Simon  and 

|   Nicholas  Jones. 

BONN 
'   The  latest  of  the  "Greet 

Collections"  exhibitions  at  the 
Kunst-  und  AussteUungshafle 

focuses  on  the  Museu  National 
de  Arte  Antiga,  Lisbon.  In 

addition  to  prominent 
Portuguese  artists,  the  show 

presents  works  by  Prero  deJJa Francesca,  Hans  Memling  and 

Pieter  Brueghel  the  Younger.  It 

opens  on  Friday  and  runs  until 

July  ii. 

NEW  YORK Off-Broadway,  Red  Is  a   new  play 

by  Chay  Yew,  who  combines  the mrnlatLnst's  gift  for  social observation  with  a   Tolstoyan 

appetite  for  subject  matter.  It 
opens  tomorrow  at  the Manhattan  Theatre  Club. 

G*. 

Until  the  premiere  of  Dealer’s 
Choice  at  the  National  Theatre  in 

1995,  many  theatre-goers  - 
myself  included  -   bad  not  heard 
of  Patrick  Marber.  He  was,  in 
fact,  already  well-known,  on 

-i  radio  and  TV,  in  the  world  of 
M   comedy.  But,  although  there  are 

laughs  in  his  plays  and  in  the 

plays  he  has  directed,  I   have 
never  yet  spotted  a   gratuitous 

joke  in  them. 

With  Dealer's  Choice ,   his  first 
play.  Marber  arrived  as  an 

already  full-grown  serious  drama- 
tist That  play,  which  be  directed, 

soon  transferred  to  the  West  End; 

his  production  then  toured  the 

UK,  and  has  now  been  staged  by 
several  repertory  theatres  around 

the  country.  In  1996,  he  staged 

two  plays  by  other  British 

authors:  Craig  Raine's  - 1953 "   at 
the  Almeida,  and  Denis  Potter’s 
Blue  Remembered  Hills  at  the 

National  Theatre.  But  his  biggest 
success  came  with  his  second 

play.  Closer,  which,  again,  he 
staged  himself,  first  at  the 
National  in  1997  then  in  the  West 

End.  This  week,  it  opens  on 
Broadway. 

Because  his  own  plays  have 
been  about  modern  British 

>*  people,  and  because  Closer  is  - 
w   very  memorably  -   about  chang- 

ing sexual  relationships,  people 
tend  to  talk  about  the  content  of 

his  plays  more  than  about  their 

style.  But  the  considerable  polish 
and  control  with  which  they  are 

written  and  paced  are  absolutely 

part  of  the  disturbing  spell  they 

cast  in  the  theatre.  And  the  pol- 
ish and  control  are  more  evident 

yet  when  he  stages  other  men’s 
work  -   witness  his  staging  of  the 
British  premiere  of  David 

Mamet’s  short  trilogy.  The  Old 
Neighborhood,  at  the  Royal 
Court 

Marber  says  that  he  is  trying, 

as  both  playwrighr  and  director, 

to  develop  a   classical  aesthetic, 
'•where  form  and  content  are  in 

absolute  coexistence”.  He  goes 
on:  ‘‘1  have  the  heavy  influence  of 
Pinter  and  Mamet,  obviously.  A 

lot  of  Mamet's  writing  about  act- 
ing and  the  theatre  and  the  mov- 
ies has  made  a   big  impression  on 

me.  But  1   think  also  it's  impor- 
tant for  me  that  I’ve  come  from  a 

comedy  background,  where  you 

learn  very  quickly  to  get  to  the 

and  that  words  are  some- 
thing that  get  you  to  the  point 

quickly.  In  comedy,  the  more 

words  you  have,  the  more  oppor- 

tunity an  audience  has  to  throw 
things  at  you.  So  you  learn  very 

quickly  where  the  meat  of  what- 

ever it  is  that  you're  saying  is.” 
He  talks  about  the  process  of 

elimination  in  his  own  writing. 
“You  should  see  the  full  draft  of 

Closer.  160  pages.  Now  it’s  85.  It 

was  a   much  more  formally  ambi- 

tious play,  much  more  interest- 
ing. But  it  was  longer,  and  it 

didn't  arrive  anywhere.  It  just 

wandered.  And  it  would  have 

been  three-and-a-half  hours 

long  . . .   sometimes  it  feels 

very  joyful  to  make  a   good  cut. 

But  there  are  speeches  in  Closer 

that  have  never  seen  the  light  of 

Patrick  Marber:  ‘I’m  a   tinkerer.  But  Tm  in  good  company.  Stoppard  is  notorious  for  rewrites’ 

‘Closer’,  the  playwright’s  cut Alastair  Macaulay  meets  Patrick  Marber  as  his  play  prepares  to  open  in  New  York 

day  and  which  I   still  mourn.” He  is  also  a   constant  reviser. 

Even  after  Closer  had  opened  suc- 
cessfully in  the  West  End,  he 

adjusted  a   scene  back  to  some- 
thing closer  to  the  version  be  bad 

employed  at  the  Cottesloe  a   year 

before.  "I'm  a   tinkerer.  But  I'm  in 

good  company.  Stoppard  is  noto- 

rious for  rewrites.” He  carries  with  him  an  air  of 

conscious  self-apprenticeship. 
"The  Old  Neighborhood  was  the 

first  time  I’ve  worked  with  a 
bunch  of  actors  who  are  all  older 

than  me.  And  it’s  very  enjoyable 

to  be  the  youngest  person  in  the 

room.  You  learn  a   lot."  Was  the 
production's  rhythm,  which  had 
so  impressed  me,  important  to 

him?  "Oh,  it  was  a   great  concern 

to  me,  but  it  was  a   great  concern 

to  the  actors  as  well.  Those  are 

very,  very  precise  actors.  Colin 
Stinton  has  worked  for  years 

with  Mamet;  and  he  speak s 

Mamet’s  language  like  a   dream. 
He  really  understands  the 

dynamics,  and  he's  profoundly accurate.  So  having  him  in  the 

centre  of  it  made  everyone  attend 
to  those  values.  Every  pause, 

Ciaran  Hinds,  who  was  in  the 

original  production  in  the 
Cottesloe,  is  probably  better 
now  than  he  was  two  years  ago. 

Rupert  Graves  is  really  superb. 
Natasha  Richardson  and  Anna 

Friel  are  very  good.  But  the 

fl  think  the  cast,  as  a   team,  is  the  best 

I’ve  had.  They’re  chemically  combustible. 

All  the  relationships  make  sense’ 

every  beat,  mattered.  We  treated 

it  like  music.” 
Marber  -   a   burly  chap  in  his 

30s  -   lives  with  an  actress,  Debra 

GUlett,  to  whom  Closer  is  dedi- 

cated. And  he  speaks  of  his  act- 
ors with  affection  and  admira- 

tion. "I  think  the  cast  is.  as  a 

team,  the  best  I’ve  had. 

big  thing  is  the  way  they 

all  work  together.  They’re 
chemically  combustible.  All 

the  relationships  make  sense.” Closer  has  now  been  performed; 

.all  over  the  world,  and  Marber 
spent  much  of  last  winter  going 

to  see  foreign  productions  of  It. 

"Have  you  been  to  all  of  them?"  I 

OBITUARY  PATRICK  HERON 

Painter  never 
lost  critical  edge 

asked-  “Good  God,  no.  I've  been 

to  see  it  either  in  cities  where  it's 

been  a   big  hit  or  in  cities  I've never  been  to  before.  I   was  really 

glad  to  discover  Stockholm,  for 

example.”  And  work  on  his  next 
play?  He  had  told  me  in  July  that 

he  had  been  working  on  an  urban 

comedy  -   "kind  of  Ben  Jonson”, he  said  casually. 
“Well.  I’ve  been  tinkering. 

Gently  doing  bits  and  pieces. 

Rough  sketches.  But  I   have  no 

view  of  it  as  a   whole.  That’s  what ril  come  back  to  when  I   come 
back  to  London  in  April.  My  plan 

•   is  to  have  it  finished  by  the  end 

of  the  summer.  What  1   want  to 
write  is  a   great  big  funny  play,  a 

huge  bitter  vicious  laughter 
machine,  a   big  Jonsonian  public 

play.  I've  got  lots  of  ideas  at  the 

moment,  but  no  stories.  I’d  love to  have  a   big  public  play  running 

in  the  millennium.” 

Patrick  Heron,  who  died  on 

Saturday  at  the  age  of  79,  was 

among  the  most  distinguished 
abstract  painters  of  his  genera- tion. Bnt  he  was  at  least  as  well 

known  to  the  wider  public  as  a 
controversialist  and  polemicist. 
He  was  that  comparatively  rare 
bird  -   bird  indeed,  perched  as  be 

was  for  so  long  at  Eagle’s  Nest, 
his  handsome  house  high  above 

the  cliffs  and  ancient  fields  of 

the  north  Pen  with  coast,  Corn- 
wall, in  the  sonth-west  of 

England. 
He  was  a   painter  of  real  dis- tinction who  was  also  in  his  time 

a   truly  influential  critic.  And  if 
his  years  as  practising  critic 
were  those  also  of  his  early 

development  and  emergence  as  a 

painter,  bis  impressive  and 

indeed  long-overdue  retrospec- tive at  the  Tate  In  London  last 

summer  made  clear  that,  for  all 
its  seductive  and  decorative 

qualities,  his  work  never  lost  its critical  edge. 

Prom  the  end  of  the  second 
world  war  until  the  late  1950s,  to 

the  pages  successively  of  the 
New  English  Weekly,  the  New 
Statesman,  the  Arts  Review  and 

Arts  (New  York),  he  was  above 
all  rite  consistent  supporter  of 
his  contemporaries  and  peers,  at 

home  and  abroad,  in  a   time 

when  general  and  ignorant  vehe- mence against  modern  art  was 

even  fiercer  than  it  is  now. 

His  reasoned  and  impassioned 
defence  was  a   real  service  to  his 
fellows,  bnt  one  which,  sad  to 

I   say,  was  not  always  to  be  recip- 
rocated in  kind,  response  to  his 

,   own  work  too  often  taking  the 

form  rather  of  a   patronising  tol- 
erance than  real  enthusiasm. 

Something  of  the  fault,  per- 

haps. lay  in  himself,  for  he 
always  loved  an  argument,  and 
could  sometimes  appear  to  pro- 

test a   shade  too  much  as  he  took 

on,  in  his  later  years,  opponents 

including  the  British  govern- ment 

He  bad  been  one  of  the  earliest 

champions  of  the  New  York 

School  of  Abstract  Expression- 
ism -   Pollock,  Rothko,  de  Koon- 

ing, Motherwell  and  the  rest  of 
them,  when  it  first  appeared  in 
Europe  in  the  mid-1950s,  his  sup- 

port generous  and  unequivocal. 
“I  would  end  by  insisting, ”   be 
wrote  to  the  American  readers  of 

Arts  (NY)  in  1956,  “that  to me . . .   your  new  school  comes  as 
the  most  vigorous  movement  we 
have  seen  since  the  war.  We 
shall  now  watch  New  York  as 

eagerly  as  Paris  for  new  develop- ments (not  forgetting  oar  own, 

let  me  add)." 

That  final  parenthesis  is  char- acteristic, for  he  was  never  one 

to  accept  the  common  view  that 

British  art  was  somehow  inevita- 
bly derivative  and  second  best 

We  now  know  that  the  Central 
Intelligence  Agency  was  an 
active  agent  in  the  successful 

critical  promotion  of  the  New 

York  School,  but  Patrick  imme- 
diately and  bitterly  resented  the 

accompanying  assumption, 
which  we  were  all  so  supine  in 

accepting,  that  the  Americans 
were  now  first,  and  the  rest 

nowhere. To  him.  artists  were  brothers 

above  all,  but  if  a   silly  national- 
ism was  to  be  the  game,  then 

two  could  play.  When  it  came  to the  actual  work,  while  admitting 
the  influence  of  the  large  and 

open  scale  of  the  American 

example,  why.  he  himself  had 
been  the  first  to  reduce  the 

image  and  the  painted  surface  to 
the  simplicity  of  a   sequence  of 
vertical  stripes,  and  would  prove 
it. 

But  it  took  last  summer's  ret- rospective to  remind  us  just  how 

early  and  how  brave  his  first 
abstract  paintings  were  around 

1955  and  1956,  and  how  beauti- ful, as  he  sought  to  reconcile 
Matisse  with  Rothko,  associative 

figuration  with  abstraction, 
Paris  with  New  York,  in  a   purely 

English  synthesis.  It  was  his  vin- dication. 
He  was  born  In  Leeds  in  the 

north  of  England,  bnt  much  of 
bis  early  childhood  had  been 

spent  In  west  Cornwall.  He 
returned  regularly  to  St  Ives, 
Cornwall,  in  the  postwar  years, 

establishing  himself  along  with 
such  artists  as  Peter  Lanyon. 

Roger  Hilton,  Sandra  Blow  and 
Terry  Frost  as  among  the  leaders 

of  the  younger  St  Ives  School. 
He  eventually  settled  there, 

buying  Eagle’s  Nest  in  1956,  and 
the  house,  with  its  integral  stu- 

dio, its  light  and  airy  rooms  that 

served  as  a   gallery,  and  the  gar- 
den he  created  around  it,  remain 

in  part  his  monument. 
But  artists  are  to  be  remem- 

bered by  their  work,  and  in  his 

passage  from  early  Matlssean 
figuration,  through  large-scale 
colour-field  abstraction  and  so, 

in  bis  last  years,  back  to  an 
open,  almost  calligraphic 
abstracted  landscape,  based 

lightly  upon  the  forms  and  con- tours of  his  garden,  be  showed 

himself  to  be  never  more  Euro- 
pean. never  more  international, 

and  never  more  English. 

Just  like  himself,  so  as  an  art- 
ist too,  he  was  always  himself. 

He  was  a   personal  friend,  and  I 
shall  miss  him. 

William  Packer 
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AMSTERDAM 

DANCE 

Het  Muzfektheater 

Teb  31-20-551  8911 

Dutch  National  Ballet 

programme  combining  the  D
utch 

premiere  of  Acts  of  Light  by 

Martha  Graham,  with  the 
 world 

premiere  of  Krzysztof 
Pastor’s  Bitter  Sweet,  and 

Balanchine's  Symphony  in  C; 

Mar  24,  26.  27 

OPERA 

Netherlands  Opera,  Het
 

Muaektheater 

Tab  31-20-551  591
1 

Die  Zauberflfite:  by 
 Mozart. 

Conducted  by  Hartmut
  Haenchen 

in  a   revival  of  Pierre
  Audi  s 

Staging  ctxftscwlb
jr  535 

Boddeke;  Mar  S3,  25 

BERLIN 
DANCE 

Deutsche  Oper 

Tel:  49-30-34384-01 

Cinderella:  staging
  by  Roberto  de 

OBveIra,  Kevin  Me C
Utcneon 

conducts  Prokofiev
’s  score: Mar  28 

OPERA Deutsche  Oper 

Tel:  49-30-34384-0 1 
•   Aida:  by  VerdL  Conducted  by 
Lawrence  Foster  in  a   staging  by 

GStz  Friedrich;  Mar  27 
•   Der  Fllegende  Hollander  by 

Wagner.  Conducted  by  Rudolf 
Piehlmayer  in  a   staging  by  Gotz 

Friedrich;  Mar  25 

BOLOGNA 
OPERA 
Teatro  Communale 
Tel:  39-51-529999 
La  Cena  delle  Beffe:  by 

Giordano.  Conducted  by  Bruno 

Bartoietti  in  a   revival  of  Liliana 

Cavani's  staging,  first  seen  in 
Zurich  four  years  ago.  The  cast  is 

led  by  Daniela  Dessl  and  Alberto 

Cupido;  Mar  23,  25,  27 

DRESDEN 

OPERA 
Semper  Oper 

Tel:  49-351-48420 Ariadne  auf  Naxos:  by  R. 

Strauss.  Conducted  by  Colin 

Davis  in  a   new  staging  by  Marco 

Arturo  Mamlli.  Cast  indudes 

Susan  Anthony  and  Jon  Villars; 

Mar  22,  25,  27 

LONDON 

CONCERTS 

Royal  Festival  Hafl 

Tel:  44-171-960  4242 

•   Academy  of  St-  Martin  in 
 the 

Rekis:  conducted  by  pianist 

Murray  Perahia,  in  a   programm
e 

of  works  by  Mozart;  Mar  22 

•   BBC  Symphony  Orchestra
: 

conducted  by  Andrew  Davis  
in 

works  by  Mozart  and  Strauss, 
with  piano  soloist  Imogen 

Cooper;  Mar  25 •   Phllharmonia  Orchestra: 

conducted  by  David  Zinman  in 
works  by  Mendelssohn,  Mozart, 
Daugherty  and  Tchaikovsky,  with 
violin  soloist  Joshua  Bell;  Mar  23 

EXHIBITION 
National  Gallery 

Tel:  44-171-839  3321 

Rogier  van  der  Weyden:  the  20 

surviving  paintings  attributed  to 
the  15th  century  Netherlandish 
artist  are  mostly  too  fragile  to 
travel.  The  National  Gallery  has 

five,  and  these  are  supplemented 

by  two  from  the  Gulbenkian  in 
Lisbon  and  two  from  lhe  Getty  in 
California  for  this  show,  which 
celebrates  the  600th  anniversary 

of  his  birth;  to  Juf  4 

OPERA 

English  National  Opera, 
London  Coliseum 

Tel:  44-171-632  8300 

MBfistofeie:  by  Boito.  Conducted 

by  Oliver  von  Dohnanyi  in  a   new 
staging  by  Ian  Judge;  Mar  24, 26 

MUNICH 
CONCERTS 
Phfiharmonie  Gasteig 

Tel:  49-89-5481  8181 
•   Bavarian  Radio  Symphony 

Orchestra:  conducted  lay  Lorin 

Maazei  in  works  by  R.  Strauss; 
Mar  25,  26 

•   Munich  Philharmonic 
Orchestra:  conducted  by  James 

Levine  m   works  by  Mozart 

Haydn,  Berlioz  and  Ravel.  With 
soprano  Cecilia  Bartofi; Mar  22,  23 

•   Munich  Philharmonic 
Orchestra:  conducted  by  James 
Levine  in  works  by  Berg  and 

Mahler,  with  violin  soloist 

Christian  Tetzfaff;  Mar  27 

NEW  YORK 
CONCERTS 

Avery  Fisher  Hall,  Lincoln 
Center 

Tel:  1-212-875  5030 
www.  lincolncenter.  org 

•   New  York  Philharmonic: 

conducted  by  Yuri  Temirkanov  in 
works  by  Stravinsky,  with  violin 
soloist  Hilary  Hahn;  Mar  23 
•   New  York  Philharmonic: 

conducted  by  Charles  Dutoit  in 

works  by  Poulenc,  Saint-Saens 
and  Hoist,  with  cello  soloist 
Han-Na  Chang;  Mar  25,  26,  27 

Carnegie  Hail 
Tel:  1-212-247  7800 
www.camegleMI.org 

National  Symphony  Orchestra: 
conducted  by  Leonard  Station  In 

the  world  premiere  of  John 

Corigliano's  A   Dylan  Thomas 
Trilogy.  With  the  Choral  Arts 
Society  of  Washington  and 
baritone  Hakan  Hagegard; 

Mar  26 

OPERA Metropolitan  Opera,  Lincoln 

Center 
Tel:  1-212-362  6000 
www.metopera.org 
The  Queen  of  Spades:  by 
Tchaikovsky.  Conducted  by 

Valery  Gergiev  In  a   revival  of 

Elijah  Moshinsky’s  staging, 
designed  by  Mark  Thompson. 

The  cast  is  fed  by  Ptecido 
Domingo  (replaced  by  Yuri 

Marusin  on  Apr  3),  Galina 

Gorchakova  and  Olga  Borodina Mar  22,  26 

New  York  City  Opera,  New 

York  State  Theater 
Tel:  1-212-870  5570 

www.nycopera.com 
•   Lizzie  Borden:  by  Jack 

Beeson.  New  production 

conducted  by  George  Manahan 

in  a   staging  by  Rhoda  Levine, 
with  Phyllis  Pancella  in  the  title 

role;  Mar  24 •   Madama  Butterfly:  by  Pucchi. 

Conducted  by  Guido  Johannes Rumstadt  in  a   staging  by  Mark 

Lam  os  first  seen  in  November, 

with  sets  by  Michael  Yeargan 

and  costumes  by  Constance 
Hoffman;  Mar  23,  26 

PARIS 

OPERA 
Opera  National  de  Paris,  Opera 

Bastille 
Tel:  33-1-4473  1300 

www.opena-de-paris.fr 
The  Magic  Flute:  by  Mozart 
Conducted  by  Fried emann  Layer 

In  a   staging  by  Robert  Wilson; 
Mar  23,  24.  25 

ROTTERDAM 
EXHIBITION Kunsthal 

Tel:  31-10-440  0300 
Helmut  Newton/Alice  Springs:  Us 
and  Them.  Retrospective  of  the 

fashion  and  portrait 

photographer,  whose  work  is 
shown  alongside  that  of  his  wife, 
Alice  Springs  (the  pseudonym  of 

June  Browne).  The  show 
comprises  120  works  in  all,  and 

is  mounted  as  a   celebration  of 
their  50th  wedding  anniversary; 

to  May  9 

SAN  FRANCISCO 
CONCERTS 
Davies  Symphony  Hall 

Tel:  1-415-864  6000 
www.  s   fsymphony.  org 
San  Francisco  Symphony  and 

Chorus;  conducted  by  Roberto 

Abbado  in  works  by  Bloch  and 
Rossini;  Mar  24,  25.  27 

THE  HAGUE EXHIBITION 

Gemeentemuseum 

Tel:  31-70-3388  1111 Vionnet  designs  and  prints  by 

Madeleine  Vionnet,  one  of  the 

most  important  couturiers  of  the 
20th  century,  whose  mouiage 
cutting  technique  strongly 

influenced  the  fashions  of  the 

period  1920-1940;  to  Jun  6 

TOKYO 

CONCERTS 
Suntory  Halt 

Tel:  81-3-3584  9999 

•   Vienna  Philharmonic 

Orchestra:  lecture  by  Dr  Clemens 

Heilsburg  and  chamber  music  by R.  Strauss;  Mar  22 
•   Yomiuri  Nippon  Symphony 

Orchestra:  conducted  by  Tadaaki 
Otaka  in  works  by  Sibelius; 

Mar  25 
VIENNA 

EXHIBITION 
Osterrelchlsche  Gelena 
Belvedere 

America:  The  New  World  in  19th 
Century  Painting.  Dealing  with 

the  period  from  the  Declaration 
of  Independence  in  1776  until  the 

US  entry  into  World  War  I,  this 
show  brings  together  works  from 

major  museums  and  collections in  the  US.  tracing  the  history  of 

the  country  through  the  eyes  of 

its  painters;  to  Jun  20 
OPERA 

Wiener  Staatsoper 

Tel:  43-1-51444 Cavalferia  Rusticana:  by 

Mascagni/Pagliacci  by 
Leoncavallo.  Simone  Young 
conducts  a   staging  by 

Jean-Pierre  Ponnelle;  Mar  24,  26 

TV  AND  RADIO 
•   WORLD  SERVICE 
BBC  World  Service  radio  for 

Europe  can  be  received  in 
western  Europe  on  medium  wave 648  kHZ  (463m) 

EUROPEAN  CABLE  AND 

SATELLITE  BUSINESS  TV 

•   CNN  International 

Monday  to  Friday,  GMT: 
06.30:  Moneyline  with  Lou  Dobbs 

13.30:  Business  Asia 19J30:  World  Business  Today 
22.00:  World  Business  Today 

Update 

•   Business/Market  Reports: 

05:07;  06.-07;  07:07;  08:20;  09:20- 10:20;  71:20;  11:32;  12:20;  13:20; 
14:20. 

At  08:20  Tanya  Beckett  of  FTTV 

reports  live  from  UFFE  as  the 
London  market  opens. 
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Carmaker’s  auction 
BMW  and  the  British  government  both  have  an  interest  in 

concealing  how  far  they  will  go  to  make  Longbridge  viable 

Can  it  make  any  sense  to 

spend  British  taxpayers' money  to  help  BMW  bring 

Rover's  Longbridge  plant. 

Britain's  biggest  factory, 
back  from  the  dead? 

Those  who  support  the 
idea  make  four  arguments: 

the  money  on  offer  is  modest 

(the  £H 8m  in  assistance 

being  talked  of  last  week  is  a 

mere  0.1  per  cent  of  annual 
spending  on  social  security, 
for  example):  the  policy 

being  followed  is  not  new 

('since  1996  alone.  £19Sm  has 
gone  to  UK  car 
manufacturers,  benefiting 

Ford,  Rover.  VauxhaU  and 
Daewoo):  the  project  is 
desirable  (under  the  rules, 

projects  must  create  or  save 
jobs  and  not  displace  them 
elsewhere  in  the  UK):  and 

the  plan  would  not  proceed 
without  the  assistance,  to 

the  grave  disadvantage  of 
the  industry,  region  and 
country. 

So  far.  so  justifiable,  at 
least  In  budgetary  and  legal 
terms.  But  these  are  details 

when  compared  with  the  big 

questions:  is  BMW  worth 

supporting  and  is  the 
amount  apparently  on  offer 

going  to  make  much 
difference  to  its  decision? 

To  address  that,  one  must 
start  with  what  BMW  itself 

is  trying  to  do.  It  is  betting 
its  future  as  an  independent 

company  on  making  Rover 
work.  The  question  for  the 

British  government  land  the 
European  Commission)  is 
how  far  It  should  be  helped 

by  government  to  do  so. 

Rover  is  a   long-running 
disaster,  the  residue  of  a 

company  that  once  had  half 
the  British  market.  Goldman 
Sachs  estimates  that 
between  1994  and  1998  the 

cumulative  cash  flow  of 
Rover  to  BMW  was  in  the 

vicinity  of  minus  DMfbn 

(£3.1bnj  (Including  the 
purchase  price).  Last  year 
alone  Rover  lost  DMl-87bn. 
as  its  market  share  in  the 

UK  sack  towards  5   per  cent. 
This  loss  consumed  close  to 

half  of  BMW's  own  profits. 
The  only  institution  to 

have  made  money  out  of 
Rover  has  been  British 

Aerospace,  which  took  it  off 

the  taxpayer's  weary  hands 
Tor  £150m  and  sold  it  on  to 

hapless  BMW,  for  £8G0m,  in 
1994.  In  retrospect,  that  is 

beginning  to  look  like  the 
I   sale  of  the  century. 

Now  there  is  talk  of  a 

further  investment  in  a   new 

Longbridge  plant  of  £1.7bn. 
On  plausible  assumptions, 
suggests  Goldman  Sachs,  it 
could  then  take  20-30  years 
for  BMW  to  get  its  money 

back.  That  is  long-termism 

by  any  standards!  U   is 
hardly  surprising  that  Bernd 
Pischetsrieder.  the  executive 

who  bought  Rover,  was 
forced  out  last  year. 

The  question  is  why  BMW, 

contrary  to  some  absurd 

British  prejudices,  has  been 
prepared  to  be  so  generous 
to  its  wasteful  British 
subsidiary.  Part  of  the 

answer  may  well  be  that 
BMW  did  not  realise  how 

bad  a   buy  Rover  would 
prove.  But  the  broader 
strategic  answer  is  shown  by 

the  chart. 

Industry  gurus  argue  that 
as  a   producer  of  a   little  over 
half  a   million  cars  a   year, 
however  well  made. 

attractive  and  profitable. 

BMW  had  no  long-term 
future  as  an  independent 

company.  With  Volvo  and 

Saab  gone,  it  is  now,  even 
with  Rover,  the  smallest  of 

the  world '5  significant 
independent  manufacturers. 
Ov  er  time,  it  is  argued, 

larger  companies,  with 
correspondingly  massive 
economies  of  scale  and 

scope,  will  be  able  to  surpass 
BMW  quality,  match  its 
cachet  and  squeeze  its 

profits.  BMW's  gamble  on Rover  was  (and.  presumably, 
still  is)  to  become  big 

enough  (and  so  cost  efficient 

enough}  to  survive. 
The  results  of  this 

apparently  rational  strategy 
remind  one  of  the  story  of 

the  accountant  brought  into 
a   financially  sick  business. 

"Do  you  realise,"  he  asks 
tbe  chief  executive,  “that 
you're  making  a   loss  on 

every  item  you  sell?*’  "Yes." comes  the  swift  reply.  “But 
don't  worry:  we're  making 

up  for  it  in  volume." Yet  however  wrong-beaded 
BMW's  strategy’  may  have 

proved  -   in  practice,  if  not 
in  theory  -   these  losses  are 
now  largely  bygones.  The 

question  for  BMW  is 
whether  it  can  justify  the 
additional  investments  now 

needed  to  make  Longbridge 

viable.  Experts  argue  that  its 

BMW:  a   luxury  minnow  among  whales 
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new  management  (and  Its 

devoted  Quandt  family 
shareholders}  face  a   terrible 

dilemma:  if  they  do  not 

throw  good  money  after  bad, 
BMW  risks  becoming  too 

small  to  survive:  if  they  do. 

BMW  risks  losing  too  much 

money  to  do  so.  Or,  as 
Goldman  Sachs  puts  it, 

"BMW  is  caught  between  its 

long-term  strategic  need  to 
expand  volume  to  ensure  its 

independence  and  the 
imperative  to  stem  the  losses 

at  Rover  cars.” 
This  is  just  the  sort  of 

painful  dilemma  businesses 

exist  to  confront.  There  is  no 
compelling  reason  why 

government  should  also  be 
involved.  It  is  also  very 

difficult  to  believe  that 

government  assistance 
would  be  the  decisive  factor 

for  BMW,  unless  the  sums on  offer  were  enormous.  In 
the  context  of  what  is  at 
stake  Tor  the  company, 

£100m,  or  even  £200m,  must 
be  neither  here  nor  there. 

Thus,  BMW  and  tbe 

government  are  in  an 
auction  in  which  both  have 

an  interest  in  concealing 

how  far  they  are  prepared  to 

go.  BMW's  threat  to  shift production  to  Hungary  may, 

for  example,  be  genuine.  But 

it  is  also  an  obvious 
negotiating  ploy.  Tbe  worry 
that  results  is  that  the 
relatively  small  sums  now 
on  offer  would  not  prove  the 

end  of  the  matter.  The 

British  government  could  be 
driven  to  offer  far  more.  This 
must  not  happen. 

If  BMW  wants  to  save 

Longbridge.  it  should  be 
encouraged  to  do  so.  But  the 

government  should  think hard  about  the  assistance 

auction  it  is  now  entering. 

Admittedly,  It  is  difficult 
to  argue  that  the  offer  from 

tbe  government  of  £llk)m 
towards  a   project  costing 
£1.7bn  would  be  a   big 
mistake,  at  least  by  the 

standards  of  past  industrial 
policy.  But  it  is  equally  bard 
to  believe  this  sum  would 

make  the  difference  to  BMW. 
If  this  were  to  be  wrong, 
some  visible  jobs  could  be 
lost,  apparently 

unnecessarily.  But  public  : 

money  would  be  saved  and 
adjustment  would  occur  in 
an  industry  suffering  from 

global  excess  capacity. 

Nothing  could  better 
establish  the  credibility  of 
New  Labour. 

Martin.  WoifiuiFT.com 
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LETTERS  TO  THE  EDITOR 

A   first  eleven  line-up  for  Europe 
From  Sir  Nigel  Broomfield 

and  others. Sir,  The  resignation  of  the 
entire  European  Commission 

provides  Europe  with  a   wel- 
come opportunity  to  choose 

a   new  executive  team  on  the 

criteria  of  competence  and 

efficiency  rather  than  oppor- tunism and  expediency.  We 

propose,  as  part  of  a   reform 
of  the  Commission's  size  and decision-making  structure,  a 
First  Eleven  to  lead  Europe. 

We  invite  FT  readers  to  sub- 
mit their  own  ideas. 

European  Commission:  a   new  executive  team 

Politicians 

genuinely  from 
the  people Cumt  jab 

Chief  executive 

finance,  budget aid  Industry Romans  RmS  (Raj  leader.  Democratic  party.  Rome 

Percy  Bamcv&(S»E)  Phsatert,  bweaprAB.StocWalm 

Bans  Mangold  (Seri  Board  member, Competition 

Enlargement 
E5sai*fi  Gtrigoa  (Fra) 

Pater  Mandebon  (UK) 

CvtBIMtlSMe) 

Minister  of  Justice.  Parts 

Member  of  parfiwneot,  UK 
and  defence 

Technology 

Loader.  Moderate  party. 
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Adviser  te  the  board. 

Banco  Wtadlco,  Lisbon 

Meaningful  talks  over  Gibraltar  must  start 
From  Mr  Solomon  A   Seruya. 

Sir,  Now  that  the  people  of 
Gibraltar  and  the  people  of 

mainland  Spain  have  con- 
demned the  present  blockade 

at  the  Gibraltar  frontier,  it  is 

high  time  that  the  British 
and  Spanish  prime  ministers 

put  an  end  to  this  humiliat- 

ing spectacle,  which  is  a   dis- 
grace to  the  whole  of Europe. 

Sadly,  it  does  little  credit 
to  a   great  European  country 

like  Spain,  whose  govern- 
ment party  is  wisely  trying 

to  create  a   reformist  political image. 

But  patting  things  back  to what  they  were  three 

months  ago  is  not  enough. 
Britain  is  constitutionally 

responsible  for  the  defence 

and  foreign  affairs  of  the 
Rock,  and  while  respecting 

the  preamble  of  Gibraltar's constitution,  Tony  Blair 

must  have  the  vision  and 

courage  to  initiate  meaning- ful talks;  with  Spain  that  will 

lay  the  foundation  of  a   Quid 

frontier,  joint  use  of  the  air- 

port and  regional  co- 
operation measures  that  will 

create  a   climate  of  mutual 

confidence  and  future  under- 
standing. 

In  the  meantime,  state- 
ments on  constitutional 

reform  are  unhelpful. 

Solomon  A   Seruya, 

former  minister  for 

economic  development, 

Gibraltar  government, 

163  Main  Street. 

Gibraltar 

Banks  need  to  improve  credit  analysis 

From  Mr  Wayne  KitcaL 

Sir.  Gillian  Tett's  other- wise excellent  article  on  the 

Japanese  banking  crisis  i"A 
second  lease  of  life",  March 
18)  overlooks  one  fundamen- 

tal fact  that  must  be 

addressed  if  Japan's  banks 
are  to  regain  public  confi- 

dence -   the  need  to  improve 
credit  and  risk  analysis. 

Unless  Japanese  banks 

learn  to  analyse  and  apply 

rigorous  credit  approval  pro- 

cesses. it  won't  be  long 
before  they  build  up  a   fur- 

ther substantial  portfolio  of 

bad  debts. 
This  of  course  implies  they 

have  accurate  financial 

information  on  which  to 
make  their  decisions,  and 

that  they  are  allowed  to 
make  these  decisions  free 

from  political  or  other  pres- 
sures. I   suspect  it  is  this  lat- 

ter point  that  poses  the  big- 
gest challenge  to  the  future 

health  of  Japan's  banks. 

Wayne  Kitcat, 
Knoll  Cottage, 
Sntton  Place, Abinger, 

Surrey  RB5  6RN 
UE 

From  Mr  Hugh  Sharmtm. 

Sir,  It  is  bring  said  th
at 

the  downfall  of  the  EV  Co
m- 

mission should  be  a   chance 

for  the  people  of  Europe  
to 

decide  "what  sort  of  Europe
" 

we  want.  But  to  whom  can
 

we  entrust  this  task?  It 

would  be  hard  to  find
  a 

European  politician  an
y- where today  who  is  genu- 

inely “from  the  people". 
Europe's  politicians, 

almost  to  a   man  or  woman, 

are  self-selected  In  their 
teens,  at  latest  in  university 

or  on  the  so-called  shop 

floor.  Generally,  their  only 
I   “achievements"  have  been 

j   political.  Sadly,  this  shows in  their  character.  The 

career  path  of  politicians 

today  is  similar  to  those  *, whose  aim  it  is  to  be  train  £ 

drivers,  nurses,  engineers  or lawyers. 

Political  success,  on  the 
other  hand,  is  largely  due  to 

:   the  use  of  flattery  -   with  the 
media  and  other  politicians. 

So,  in  truth,  there  is  nothing 
democratic  or  genuinely  pop- 

ular about  their  selection  as 

“our  representatives". 
Indeed,  the  last  time  any 

European  politicians  were 
selected  by  genuine,  popular 
acclamation  was  in  central 

Europe,  following  the  down- 
fall of  those  most  profes- 

sional politicians  of  all.  the 
communists.  But  since  these 

countries  modelled  their 

“emerging  democracies7'  on  -   - 
western  Europe,  the  same 

people  are  back,  enjoying 

well-paid,  job-and-pensioa- 
secure  political  power,  just 
like  their  western  European 
colleagues. 
Who  is  for  the  selection  of  , 

fixed-term  politicians  by  lot-  t . 
tery,  Athenian-style,  whose 
only  earnest  wish  is  to 

return  to  “normal"  life?  Now that  would  be  democracy. 

Hugh  Sharman, Incoteco  (Denmark)  ApS, 

Toldbodvej  12. 
9370  Hals, 

Denmark 
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Milosevic’s  last  stand 
The  threat  of  Nato  strikes  hanging  over  Kosovo  gives  the  Serb  leader  just  the  promise 

of  glory  or  martyrdom  he  needs  to  ralfy  a   disaffected  people,  writes  Guy  Dinmore 

Legend  has  it  that 

on  the  eve  of  the 

fateful 
 
1389  battle 

for  Kosovo 
 
against 

Ottoman
  

invaders
,  

Serbia's
 

Prince  Lazar  made  a   last  ral- 

lying cry  before  charging
  

to 

his  death  and  defeat:  “It  is better  to  die  in  battle  than  to 

live  in  shame.  In  the  end  we 

seek  to  accept  the  martyr's
 

struggle
  
and  to  live  for  ever 

in  heaven.
" 

Six  centuries  later.  Slobo- 

dan Milosevic,  then  a   com- 
munist apparatchik,  adopted 

Kosovo  as  his  cause  and  was 

swept  to  power  on  a   wave  of 
Serbian  nationalism.  Ten 

years  on.  the  Yugoslavia  he 
vowed  to  protect  has  shat- 

tered into  five  countries  and. 

with  Nato  air  strikes  threat- 
ening. Kosovo  is  again  being 

depicted  as  Serbia's  last stand. 

In  the  epic  poetry  that 

gave  the  Serbs  their  endur- 

ing identity  as  the  last  bul- wark of  Christendom  against 
Islam,  and  now  in  official 

pronouncements,  tbe  ghost 

of  Prince  Lazar  lives  on. 
The  latest  theme  song  on 

state  television  inspires 

Serbs  to  perish  for  their  holy 
land  "even  if  the  skies  open 

and  judgment  day  comes". 
General  Dragoljub  Qjdanic. 

the  hardline  chief  of  staff, 

has  told  his  troops  to  "pre- 

pare for  martyrdom". 

Rarely  seen  to  public.  Mr 
Milosevic  is  trying  to  rerive 

the  cult-like  status  he 
enjoyed  a   decade  ago  but 
which  has  been  steadily 

eroded  as  Serb  lands  in  Croa- 
tia and  Bosnia  have  been 

lost. 
“I  love  you.  my  president. 

1   love  you.  even  though  my 

pension  is  small  and  1   have 
only  50  dinars  [WJ  in  my 

pocket."  exclaimed  one 
woman  at  an  officially  spon- 

sored rally.  "Slobo.  Slobo," chant  supporters  in  a   sports 

stadium. But  even  his  strongest 
admirers  recognise  that  the 

vast  crowds  of  the  1980s  are 
now  just  a   handful,  and  they 
have  to  be  bussed  in.  Unre- 

ported in  the  official  media 
are  the  small  protests  across 

Serbia  by  parents  or  con- scripts. They  ask  why 

Marko.  the  president's  son who  runs  a   nightclub  and 

has  a   passion  for  sports  cars, 
does  not  defend  Kosovo 

Instead. Over  the  past  year.  a.s  the 

was  a   failure,"  the  former 
security  boss  commented. “Now  we  don't  have  any 

friends.  Russia  is  a   poor 

cousin  who  calculates  heujr 

own  interests.  Police  officers*  J 

Milosevic:  invokes  the  ghost  of  past  valour  against  (he  Ottomans 

war  against  Kosovo's  ethnic Albanian  separatists  dragged 

on.  many  Serbs  regarded  tbe 
conflict  to  the  distant  south 
with  indifference.  Many 
believed  the  official  line  that 

the  small  band  of  "terror- ists" would  soon  be  finished 

or,  failing  that.  Mr  Milosevic would  cut  a   deal 

But  after  the  entire  inter- 
national monitoring  mission 

withdrew  from  Kosovo  on 

Saturday  and  security  forces 
launched  a   fresh  offensive 

against  the  rebel  Kosovo  Lib- 
eration Army  IKLA).  the 

unthinkable  is  sinking  in: 

Serbia  is  on  the  brink  of  war 
with  the  western  powers 

that  were  its  allies  in  two 
world  wars.  Mr  Milosevic 

has  once  again  deflected 
public  anger  from  his  regime 

and  against  the  west. 
What  Mr  Milosevic  really 

intends  to  do  is  shrouded  in 

mystery.  Reclusive  and 
rarely  emerging  from  the 
fortified  residence,  complete 

with  bunker,  tbat  he  inher- 
ited from  Marshal  Tito,  the 

Yugoslav  president  has  not 

directly  addressed  the  nation since  last  October. 

But  the  signs  of  a   regime 
under  stress  are  there.  Army 

and  state  security  bosses  of 

suspect  loyalty  have  been 
sacked  in  the  six  months 

since  Mr  Milosevic,  under 
Nato  pressure,  reduced  his 

security  forces  in  Kosovo 

and  halted  a   scorched-earth 
offensive.  The  independent 

media  has  been  stifled. 

Heads  of  private  banks  and 
successful  companies  have 
been  arrested  -   officially  for 

corruption  but  in  reality  to 
seize  cash  for  the  expensive war  effort. 

Two  former  members  of 

Mr  Milosevic's  inner  circle believe  he  has  decided  that 

his  regime  will  crumble  if  he 
“gives  up"  Kosovo  without  a 

fight.  The  hardline  generals around  him  advise  they  can 

quickly  crush  the  KLA  if 
given  a   free  hand. “For  Milosevic,  it's  like  a 

poker  game."  said  one  for- mer security  chief  who  fell 

out  of  favour.  “He  wants Nato  to  bomb  some  military 

targets  in  Kosovo  and  then 

he  will  sign  a   peace  deal.  He must  have  some  story  for 

internal  use  to  explain  why 

he  accepts  the  unacceptable. 
He  will  say  I   tried  to  save 

my  people.  We  are  on  the razor’s  edge.  There  is  a   dan- 
ger that  Nato  will  go  on 

bombing,  as  to  Iraq,  and  be 

will  lose  power.” 

His  power  has  waned  over 
the  years.  In  the  Serbian 
government  and  at  federal 

Yugoslav  level  he  has  had  to 

make  uneasy  alliances  with 
former  opponents.  Big  cities 
are  run  by  the  opposition. 

Montenegro,  the  only  repub- 

lic to  have  stayed  in  Yugo- 
slavia with  Serbia,  has 

declared  neutrality  in  the 

event  of  war  with  Nato  and 

is  on  tbe  brink  of  secession. 
“Everyone  knows  that  the 

strategy  of  the  past  io  years 

own  interests.  Police  officers 

are  thinking.  'What  do  I   do 
now?  What  am  I   in  Kosovo 

for?' 

“The  police  know  they  are 

in  territory  where  everybody 

is  their  enemy.  The  best  way 

is  to  give  Kosovo  to  Nato 
and  let  them  deal  with  the 
problem.  Milosevic  knows 
this  but  is  concerned  only 

with  his  own  survival.” 
General  Wesley  Clark, 

Nato's  supreme  commander, 

says  maybe  Mr  Milosevic wants  to  wipe  out  the  KLA 
before  finally  making  a   deal. 
“Maybe  they  can  do  it  to 

five  days,  but  I   would  be  sur- 

prised," the  US  general  com- 
mented in  a   telephone  inter- 

view. Diplomats  recall  that  Mr 

Milosevic  this  month  warned 
Richard  Holbrooke,  US  spe- 

cial envoy,  that  he  could 
destroy  the  KLA  within  a 

week. 

A   turning  point  came  late 
last  year  when  the  US  State 

Department,  to  what  Euro- 
pean diplomats  regard  as  a serious  blunder,  publicly 

pronounced  the  Serbian strongman  as  the  root  of  ail 
problems,  and  said  his 
departure  would  cause  no 
sleep  to  be  lost. 
The  hardline  approach 

spearheaded  by  Madeleine Albright.  US  secretary  of 

state,  has  driven  Mr.  Milos- 
evic into  a   comer.  Senior 

European  envoys  argue  that over  the  past  decade  he  has thrived  to  a   world  of  chaos 
and  international  isolation 

arid  would  have  been  better weakened  if  sanctions  had 
been  lifted  and  normal  politi- 

cal life  had  prevailed. 

But  divisions  between  the 
US  and  its  European  allies 
have  been  made  irrelevant 
ky  Mother  looming  refugee 
crisis  in  Kosovo  and  the  dan- 

ger of  a   wider  conflict  drag- 

ging to  Albania  and  Monte- 

negro. 

Unless  Mr  Milosevic 
makes  an  unexpected  last- 
minute  reversal,  then  Nato  - with  Its  own  credibility  at stake  as  its  50th  anniversary 
approaches  -   is  likely  to 
intervene. 

It  s   a   political  decision," said  Gen  Clark.  “We’ve  been 

ready  for  a   long  time,” 
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A   new  agenda 
for  Europe 

^vakla 
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A   cold  wind  of  democracy  blew 
30  European  commissioners  out 
of  their  jobs  last  week:  it  will 
have  a   bracing  effect  on  the 
European  Union  summit  that 
starts  In  Berlin  on  Wednesday. 
There  are  already  some  indica- 

tions of  a   new  determination 
among  the  leaders  of  the  15  coun- 

tries to  face  up  to  essential 
reforms  of  the  the  Union.  The 
first  task  must  be  to  restore  con- 

fidence in  its  institutions.  But  in 

doing  this,  ministers  must  con- 
sider much  broader  questions  of 

the  EYTs  governance. 
The  scandal  has  emphasised 

’■this  in  two  different  ways.  First, 
it  has  drawn  attention  to  inade- 

quacies in  aU  three  of  the  EU's 
main  institutions,  including  the 
Council  of  Ministers  and  the 
European  Parliament.  Second,  it 
has  signalled  an  important  shift 
in  the  balance  of  power  towards 
the  parliament.  This  in  turn 
emphasises  the  need  for  more 

openness  in  all  stages  of  EU  law- 
making. 

On  the  first  point,  it  might 
appear  that  the  parliament 
emerged  only  with  credit.  Cer- 

tainly. it  pursued  the  allegations 
of  corruption,  cronyism  and  mis- 

management that  eventually 
caused  the  resignation  of  all  the 
commissioners  including  Jacques 
Santer.  their  president  But  the 
parliament  is  by  no  means 
immune  from  similar  allegations, 
as  it  has  itself  recognised  by 
drawing  up  a   new  charter  of 

rules  for  members'  conduct. 
The  Council  of  Ministers, 

which  must  approve  these  new 
-   rules,  should  ensure  that  they 

are  as  exacting  as  those  that  are 
now  being  proposed  for  the 
reform  of  the  Commission.  Both 

must  be  implemented  speedily. 
But  above  all.  the  Council  must 

clean  up  its  own  act.  Its  tradi- 
tions of  secret  deal-making  and 

horse-trading  appointments  have 
set  a   bad  tone  for  the  rest  of  the 

Brussels  bureaucracy.  Ministers 
must  make  their  deliberations 
more  transparent  and  appoint 
people  on  merit  rather  than 
nationality  or  politics. 

Next  steps  ■ 
They  should  start  this  week,  by 
agreeing  on  a   new  Commission 
president  with  the  strength  and 
will  to  carry  out  the  necessary 
reforms.  This  appointment  is 

especially  important  because, 
under  the  1997  Amsterdam 

Treaty  fsoon  to  be  ratified!,  the 
Commission  president  will  have 
a   voice  in  the  appointment  of 
commissioners.  He  will  also  be 

»jble  to  shift  bad  performers  to 
,   different  jobs. 

Cleaning  up  corruption  and 
bad  administration  is  only  the 

first  step,  however.  The  summit 
must  consider  the  longer-term 
consequences  of  a   more  powerful 
parliament  as  well  as  Agenda 

Too  many  chiefs 
In  addition  to  controlling  the 
budget,  ministers  must  start 
thinking  about  the  institutional 
reforms  that  are  to  be  considered 

at  the  Cologne  summit  in  June, 
with  a   view  to  a   new  treaty  after 
UOOG.  The  recent  upheaval  in  the 
Commission  emphasises  the  need 
for  these  changes  and  may  pull 
in  the  same  direction  as  the 
demands  of  enlargement. 
For  example,  there  are  too 

many  commissioners  for  efficient 
decision-making,  and  too  many 
Commission  officials  in  some  of 
the  senior  grades.  It  has  long 
been  recognised  that  the  present 
allocation  of  two  commissioners 
for  each  large  country  and  one 
for  the  smaller  ones  will  become 
quite  unwieldy  when  the  EU 
membership  increases. 

There  is  no  easy  solution;  since 
the  Commission  has  power  to 
propose  legislation,  all  countries, 
quite  reasonably,  want  to  be  rep- 

resented at  their  table.  Similarly, 

the  extension  of  qualified  major- 
ity voting  in  the  Council  raises 

legitimate  anxieties  among  those 
who  want  to  limit  the  power  of 
the  EU  to  essential  measures  that 
cross  borders. 

However,  agreement  on  these 

issues  may  be  easier  if  the  Com- 
mission is  seen  to  be  efficient  and 

uncorrnpted,  the  Council  more 

open,  and  if  the  parliament's increased  scrutiny  of  proposals  is 
considered  fair  anctresponsible. 
Achieving  this  virtuous  circle 

of  reform  will  not  be  easy.  But  it 

is  necessary,  particularly  as  eco- 
nomic policy  becomes  more  cen- 

tralised as  a   result  of  economic 
and  monetary  union. 
The  difficulties  should  not  be 

exaggerated.  Despite  its  faults, 

the  EU  can  boast  huge  achieve- 
ments in  the  past  40  years,  cul- 

minating in  the  birth  of  the  euro. 
Its  structures  may  seem 

unwieldy,  but  this  partly  reflects 
its  character  as  a   free  association 

of  nations  committed  to  eco- 
nomic liberalism.  The  recent 

scandal  must  be  the  spur  to 

improve  its  political  processes 
and  preserve  those  virtues. 

Russia’s  debt 

£55? - 

Yevgeny  Primakov,  the  Russian 

prime  minister,  is  off  to  Washing- 
ton. His  aim  is  to  persuade  the 

White  Bouse  and  the  Interna- 

tional Monetary  Fund  that  Rus- 
sia needs  cash.  But  the  IMF 

should  not  throw  good  money 

after  bad.  The  US  administration 

should  refuse  Mr  Primakov’s  plea to  lean  on  the  Fund. 

The  IMF’s  $23bn  lending  pro- 

gramme to  Russia  failed  dramat- 
ically when  the  government 

devalued  the  rouble  and 

defaulted  on  its  domestic  debt 

last  August.  The  IMF  suspended 

lending  then.  It  should  not  start 

again  now.  Unhappily,  this 
means  that  Russia  null  default  on 

its  IMF  debt.  This  cannot  be helped. 

At 'the  heart  of  Russia’s  eco- 
nomic crisis  is  a   state  which  is 

ineffective  and  dishonest.  The 

best  that  can  be  said  of  Mr  Pri- 
makov’s communist-dominated 

government  is  that  things  have 

not  got  much  worse.  Although 
animal  inflation  topped  100  per 

cent  in  January,  Russia  has  not 

descended  into  the  hyper-infla- 
tionary chaos  many  expected. 

Tim  sorry  state  of  the  govern- 
ment's finances  means  that  the 

threat  of  chaos  remains.  Hagg- 

ling over  the  size  of  the  projected 

primary  surplus  with  the  IMF 

would  miss  the  point.  The  gov- 
ernment’s budget  plans  are 

largely  a   work  of  fiction.  It  is
 

unwilling  and  unable  to.  collec
t 

taxes,  or  to  impose  discipline  tm
 

the  "oligarchs”  of  big  business,  ft 

cannot  pay  its  bills,  pensions  or
 

wages.  The  only  way  to  clear 
 the 

backlog  would  be  to  run  
the 

printing  press  at  full  throttle. 

The  inability  to  raise  taxe
s  is 

also  the  reason  Russia  has  
run 

up  |50bn  debts  -   on  to
p  of  its 

existing  Soviet-era  debt  - 
  that  it 

cannot  pay.  It  has 

stopped  servicing  its  do
mestic 

debt  While  western  banks  bar- 
gain to  get  a   fraction  of  their 

money  out,  many  Russians  who 

invested  in  government  securi- 
ties have  lost  their  savings. 

Despite  a   healthy  trade  sur- 
plus, capital  flight  means  that 

Russia’s  reserves  are  also  run- 
ning out  Michael  Zadornov,  the 

finance  minister,  says  that  with- 
out the  IMF’s  help,  the  govern- 

ment cannot  service  its  foreign 

debts.  It  needs  $18hn  (£25bn)  to 

service  its  IMF  and  World  Bank 

debt  this  year. 
The  argument  used  in  the  past 

for  continuing  Russian  loans  — 
that,  despite  the  corruption,  the 

money  at  least  supported  reform 
-   no  longer  applies.  There  are  no 

heavyweight  reformers  in  the 

government.  There  is  no  real 
commitment  to  clearing  up  the 

public  finance  mess,  or  to  sorting 

out  the  rotten  banking  system. 

As  for  President  Yeltsin,  he  is 

no  longer  able  to  fulfil  his  consti- 

tutional role.  If  he  put  the  coun- 
try's interests  first  he  would 

resign  immediately. 
Failing  that,  there  is  no  chance 

of  progress  this  side  of  next
 

year's  presidential  elections.  Mr 

Primakov,  a   farmer  intelligence 

supremo,  seems  to  be  doing  a 

good  job  of  managing  stagnation 

and  worrying  the  Clinton  admi
n- 

istration with  threats  of  doom  if  ; 

Russia  is  not  bailed  out  yet 

again.  But  nothing  more. 
If  the  US  wants  to  give  money 

for  political  reasons,  it  should  d
o 

so.  But  the  IMF  should  not  agree 

to  new  loans.  That  would  amount 

to  taking  money  out  of  on
e 

pocket  simply  to  prevent  Rus
sia 

from  defaulting  on  existing  loans 

from  the  fund-  Fiddling  the  hoo
ks 

to  disguise  the  feet  that  loans
  are 

bad  is  the  sort  of  behaviour  t
hat 

is  deplored  in  commercial  b
anks. 

It  must  not  become  official 
 IMF 

policy. 

Miracles  never  cease 
The  planned  mega-mergers  among  Italy’s  largest  banks  will  lift  the  medieval  gloom  of  vested 

interest  and  secrecy  in  the  country’s  financial  sector,  says  Paul  Betts 

The  Italian  banking 
industry  could  not  have 
chosen  a   more  apposite 

day  to  engineer  the  big- 
gest financial  shake-up  in  the 

country's  postwar  history. 
Yesterday,  the  fifth  Sunday  in 

Lent,  is  also  known  in  Italy  as 
Lazarus  Day.  And  just  as  priests 
around  the  country  were  reading 

the  Gospel  of  the  miraculous  res- 
urrection of  Lazarus,  the  boards 

of  two  of  Italy's  largest  banking 
groups  were  meeting  to  launch 
separate  attempts  to  combine 
with  Lwo  other  big  domestic 

banks.  It  may  herald  a   resurrec- 
tion of  the  Italian  banking 

system. If  successful,  the  bids  would 
mark  not  only  a   tumultuous 
upheaval  in  Italian  hanking  and 
finance.  They  would  also  end  an 
era  in  Italian  business  that  has 
been  dominated  for  the  past 

four  decades  by  a   small  and  influ- 
ential network  of  state  and  pri- 
vate groups,  dealing  behind 

closed  doors  and  controlling  their 

assets  by  cosy  non -aggression 

pacts  and  intricate  cross-share- holdings. 

As  one  excited  Italian  banker 

put  It  yesterday,  "the  Middle 
Ages  or  Italian  finance"  would 
finally  be  over,  with  the  coun- 

try’s business  structure  adapting 
itself  to  the  modern  world  of 

European  monetary  union  and 
the  general  globalisation  of 
finance  and  industry. 

This  may  be  an  overstatement. 
But  that  something  momentous 
was  cooking  was  already  obvious 

in  the  past  few  weeks.  Olivetti's audacious  €53bn  hostile  bid  for 
Telecom  Italia,  its  much  larger 

privatised  telecommunications 
rival,  had  signalled  a   radical 

change  in  the  country's  corporate culture.  In  retrospect,  it  was  only 

an  appetiser. 
Cesare  Romiti,  former  chair- 

man of  Fiat  and  a   long-standing 

member  of  the  so-called  “Noble 
Wing"  of  Italian  finance  around 
the  secretive  Mediobanca  invest- 

ment bank,  warned  observers  on 

I   Saturday  to  prepare  for  “great 

fireworks  this  weekend”. 
And  yesterday  UniCredito  Ital- 

iano,  the  banking  group  formed 
last  year  through  the  merger  of 
Credito  Italiano  and  three  large 
north  Italian  regional  banks, 
offered  to  merge  with  Banca 
Commerciale  I   tali  an  a   (BCT),  its 
Milan  rival,  in  a   share  swap  that 
would  create  a   group  called Euroban  ca. 

Within  hours,  the  board  of  San 

Paolo- 1MI,  the  country's  biggest 
bank  created  last  year  through  a 

merger  of  Turin's  Istftuto  San 
Paolo  and  the  Rome-based  IM1 
group,  said  it  wanted  to  combine 
with  Banca  di  Roma. 

Italy  never  does  anything  by 
halves.  After  years  of  promises, 
fine  words  and  false  starts  to  the 
modernising  and  restructuring  of 

its  financial  industry,  the  coun- 
try over  a   short  frenetic  weekend 

has  not  only  sought  to  catch  up 
with  the  trends  in  the  rest  of 

Europe  but,  if  anything,  tried  to 
overtake  its  neighbours. 

Not  one  but  two  mega-banking 
mergers  In  one  day.  A   once 

highly  fragmented  and  inefficient 
banking  system  has  suddenly 
moved  to  regroup  itself  around  a 

handful  of  large  institutions,  bet- 
ter equipped  to  fend  off  possible 

approaches  by  foreign  groups  as 

well  as  having  the  scale  to  con- 
sider cross-border  expansion. 

The  UniCredito-BCI  combina- 
tion would  create  a   bank  with 

total  assets  of  nearly  L500.000bn. 

Mare  significantly,  it  would  cre- 
ate a   group  with  a   stock  market 

capitalisation  of  about  €36bn. 

2000  (the*  EU  budgetary  reform 
plan!  and  other  measures  that 
will  be  needed  before  the  EU 
admits  new  members  from  its 
eastern  and  southern  borders. 

If  Agenda  2000  is  to  be  agreed 
this  week,  as  it  should  be.  signifi- 

cant concessions  will  be  needed 
from  Italy.  Spain,  France.  Ger- 

many and  the  UK.  All  countries 
must  recognise  that  total  farm 
subsidies  must  at  least  be  put  on 
a   declining  path  during  the  next 
century,  rather  than  the  stable 
level  now  envisaged.  On  some 
estimates  the  budgetary  cost  of 
enlargement  might  be  €l6bn  a 

year  on  present  rules  -   a   big 
disincentive  to  admitting  new 
members. 

fe- 
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more  than  that  of  Deutsche  Bank 
(without  Bankers  Trust). 

A   merger  between  San  Paolo- IMI  and  Banca  di  Roma  would 
create  an  even  larger  group  in 

terms  of  assets:  L550.000bn  in 
total.  But  this  may  be  just  the 
start  of  a   further  wave  of consolidation. 

The  first  important  Italian 
banking  consolidation  was  the 

merger  two  years  ago  of  Banco 
Ambroveneto  and  the  Milan  Cari- 
plo  savings  bank  into  Banca 
Intesa.  The  combination,  which 
created  a   bank  with  total  assets 

of  L310,000bn.  kicked  off  the  cur- 
rent process  of  consolidation. 

It  was  followed  by  the  San 

Paolo-IMI  marriage  and  the  cre- 
ation of  UniCredito.  Banca  Intesa 

is  unlikely  to  remain  indifferent 
to  the  latest  acceleration  in  the 

process;  nor  is  Banca  Nazionale 
del  Lav  ora  and  its  partners,  the 
INA  insurance  group  and  Banco 
di  Napoli. 

The  events  of  the  past  24  houra 

are  expected  to  send  “traumatic 
repercussions”  through  the  once 
closely  knit  Italian  financial  sys- 

tem, said  a   US  Investment  hanker in  Milan.  Above  all,  it  spells  the 

end  of  the  all-pervasive  influence 
of  Mediobanca  and  Enrico  Cuc- 
cia.  its  92-year-old  honorary 
chairman,  regularly  described  in 

the  past  as  Italy's  most  powerful 
banker. 

Set  up  53  years  ago,  Medio- 
banca has  played  a   central  role  in 

postwar  Italian  deal-making  and 
has  itself  been  closely  tied  to  Uni- 

Credito, BCI  and  Banca  di  Roma. 
Although  each  owns  8   per  cent  of 

Mediobanca,  in  the  past  it  has 

been  pulling  all  their  strings. 

Mr  Cuccia  and  Vincenzo  Mar- 

anghi.  Mediobanca's  controver- sial chief  executive,  have  had  a 

particularly  trying  weekend. 
They  are  no  longer  calling  the 

shots,  even  in  the  “Noble  Wing”, or  salotto  buono,  of  Milan  finance. 
The  solotto.  as  one  Italian  banker 

put  it.  has  become  a   Wild  West 
saloon  and  Mediobanca  itself  is 

seen  as  a   potential  takeover 

target. It  would  be  rash  to  write  off 

Mediobanca  altogether.  Mr  Cuc- 
cia and  Mr  Maranghl.  his  pro- 

ln  one  weekend 

Italy’s  banks  have 
sought  not  just 

to  catch  up  but  to 

outstrip  their  rivals 

t6g&,  are  expected  to  fight  hard  to 
salvage  what  they  can  for  their 
bank  and  its  waning  influence. 

For  the  past  12  months  they 
have  attempted  to  restore  some 
of  their  influence  by  forcing 
Banca  di  Roma  and  BCI  to  merge. 
But  BCI,  alter  a   stormy  board 
meeting  last  Thursday,  finally 

decided  to  free  itself  from  an  ear- 
lier obligation  to  negotiate  a 

banking  partnership  exclusively 
with  Banca  di  Roma.  In  so  doing. 

BCI  opened  the  door  to  Uni  Cre- 
dito, whose  aggressive  chief  exec- 

utive, Alessandro  Profumo, 
wasted  little  time  putting 

together  his  merger  proposal. 

Mediobanca's  problems  had 
been  growing  for  the  past  three 
years.  Traditional  allies  such  as 
Fiat  and  Credito  Italiano  started 
acting  Independently  to  map 
their  futures  in  a   fast-changing 

global  market.  But  the  bank  also 
started  making  mistakes,  includ- 

ing the  fiasco  of  an  attempted 

merger  between  the  Marzotto  tex- tiles and  clothing  group  and  the 

HDP  holding  group,  which  has 
media,  luxury  goods,  textiles  and 

paper  interests. Mr  Maranghi  himseif  came 
under  heavy  criticism  for  his 
management  by  many  of  the 
solotto  buono' s   big  shots,  not 
least  Fiat's  Agnelli  family,  which 
is  seen  as  a   sponsor  of  the  San 
Paolo-IMJ  merger  with  Banca  di 
Roma.  And  Mediobanca  was  tom 

by  internal  turmoil:  it  lost  one  of 
its  brightest  stars,  Gerardo  Brag- 
giottf,  to  hazard  Fibres.  Mr  Brag- 
giotti  is  now  advising  UniCredito 
in  its  bid  for  BCL 

In  its  attempts  to  maintain  its 

dwindling  influence  of  the  sys- 
tem against  increasing  competi- 
tion from  US  investment  banks 

on  its  Italian  patch,  Mediobanca 
appears  to  have  lost  sight  of  the 
irreversible  process  of  change 

taking  place  in  Italy  and  now 
starkly  illustrated  with  this 
weekend’s  banking  upheaval.  It 

has  not  only  put  at  risk  its  own 

independence  but  also  the  net- 
work of  blue-chip  companies  it 

controls  or  has  traditionally 
influenced. 

OBSERVER 

Breuer  behaves 

himself 
Talk  about  minding  who  you 
mention.  Rolf  Breuer,  Deutsche 

Bank's  boss,  appears  relaxed, 
confident  -   even  risqu6  -   but 
mention  a   certain  country  and  he 
comes  over  all  coy. 

Breuer  calls  Deutsche  the  only 

truly  European  bank  -   and  it 
certainty  has  friends  and 
footholds  in  plenty  of  places. 
"We  are  polygamous  by  nature, 

we  do  it  with  everyone,”  he 
boasts. But  what  does  he  make  of 
recent  events  in  France,  where 

the  biggest  banks  are  tedding  for 
each  other  in  an  unprecedented 

flurry  of  takeover  attempts? 
Franoe,  bien  stir,  is  different. 

Suddenly  Breuer  -   no  doubt mindful  of  the  fact  that  Deutsche 

has  just  asked  the  French 
authorities  for  clearance  to  set 

up  its  own  branch  network  in 
France  -   is  less  passionate 

about  polygamy  and  rather  more 
prim  and  proper. 
"What’s  happening  in  front  of 

our  eyes  in  France  right  now  is 

very  French,”  he  says.  "The nature  of  the  process  does  not 
allow  a   foreign  bank  to  get 
involved.  It  would  counter  the 

French  self-image."  Very 
diplomatic,  Deutsche. 

the  armies  can’t  decide  whether 
to  use  rts  not-so-secrat  weapon. 

Elections  are  due  in  May  for 

Scotland's  first  ever  parliament 
and  government,  and  support  for 
the  upstart  Scottish  National 
Party,  which  once  led  the  poBs, 
has  begun  to  sag. 

So  does  the  SNP.  who  want 
Scotland  to  separate  from  the 
rest  of  the  UK.  wheel  out  their 

very  biggest  cannon? The  howitzer  in  question  Is 
Sean  Connery,  who  used  to  play 

that  epitome  of  Englishness 

James  Bond,  but  who’s  become 
increasingly  fond  of  his  Scottish 

roots. Connery's  pulling  power  has 

increased  with  age  and  he'd probably  prove  a   box  office  hit  if he  went  on  tour  to  whip  up 

support  for  independence. 
The  only  problem  is  that  one  of 

the  central  planks  of  the  SNPs 
campaign  is  to  reverse  a   recently 
announced  tax  cut  and  spend 
the  extra  money  on  good  causes. 

All  wefl  and  good.  But  is  a   film 
star  based  in  Spain,  where  toe 
sun  is  stronger  and  toe  taxes  are 

lower,  quite  the  right  figurehead 
to  drive  home  the  message? 
Observer  waits  to  see  whether 
Connery's  sitting  comfortably  in 
the  front  row  chomping  his 

popcorn  when  the  SNP campaign  curtain  goes  up. 

sorry  to  the  world  over  the 

Monica  affair,  he's  now 
apparently  ready  to  crack  the 
odd  joke  about  the  whole  sordid 

business. At  a   recent  gala  dinner  for 
hundreds  of  journalists  and 

sundry  movers  and  shakers,  he 

quipped:  “If  this  isn't  contrition,  1 
don't  know  what  is.” But  if  he  was  trying  to  hide  his 
bitterness  about  the 

Congressmen  who  tried  to  force 

him  from  office,  he  wasn't  doing 

very  well. 

"They're  at  the  Taliban 

correspondents'  association 
dinner,"  he  smirked. 

What's  more,  the  President 

said  he'd  heard  the  Republican 
Congressmen  wanted  to  appeal 
toe  final  verdict  that  acquitted 
him.  They  were  going  to  the 

judges  of  the  Hotyfidd-Lewis heavyweight  fight,  he  said. 
That  particular  slugging  match 

has  become  the  subject  of  a 
Grand  Jury  investigation,  after 
the  decision  to  call  it  a   draw 

outraged  thousands  of  viewers 
who  thought  Lewis  had  won. 

America's  master  of 
self-control  kept  up  the  steady 

stream  of  jokes.  But  was  there 
any  fingering  evidence  of contrition?  You  must  be  joking. 

toe  national  legislature,  the 
deputies  have  recently  been  up 
to  their  bad  old  tricks,  insulting 

and  jostling  each  other  more  like 
boxers  in  a   ring  than  serious 

statesmen. The  fist  fights  of  yester-year 
were  a   favourite  in  China,  which 
used  to  delight  in  screening  them 

as  part  of  the  campaign  to 
discredit  the  democratic 
credentials  of  its  island  rival. 

Others  saw  the  fracas  as  an 
entertaining  sideshow  to  the 

ortce-docfie  legislature's emergence  as  a   proper 

parliament 

And  since  negotiators  from 

Beijing  were  in  town  last  week, 

the  most  recent  ructions  didn’t 
exactly  come  at  the  most 

appropriate  moment. 
And  the  winner  is 

Knockabout 

Untouchable? Soul  of  wit 

There's  a   furious  political  battle 

going  on  in  Britain  -   but  one  of 

So  Bill  Clinton's  back  on  form. 
After  succumbing  to  pressure  to 
show  a   little  contrition  and  saying 

Parliamentary  pugilism  is  a   fine 
old  tradition,  but  Taiwan  could 

surely  have  timed  its  latest 
rumpus  rather  better. 

Alter  years  of  relative  quiet  in 

Never  mind  who  wore  -   let  alone 

won  -   what  at  last  night's  Los 
Angeles  Oscar  ceremony:  the 
international  hedge  fund 

community  has  its  own  show. 
Last  week,  there  were  lashings  of 

glamour  and  glitz  at  London's “Hedge  Fund  Oscars". 
Bronze  gongs  were  handed  out 

to  14  lucky  winners  for 

achievements  like  “Best Risk-Adjusted  Performance 
Award",  and  "The  Short  Selling 

Award”. 

Observer  looks  forward  to 
much  more  innovative  categories 

next  year.  How  about  “Biggest 

Grossing  Management  Bonus" for  starters? 
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Beyond  the  secretive  world  of 
Mediobanca,  however,  several 
other  factors  have  prompted  the 

first  stage  in  Italy's  banking  con- solidation as  well  as  broad  indus- 

trial restructuring:  Italy's  suc- cessful campaign  to  join  the  first 

wave  of  Emu,  its  own  privatisa- 
tion programme  and  financial 

globalisation. Yet  only  a   month  ago  Lurio 

Rondelii.  UniCredito’s  chairman, said:  “The  world  is  moving  at  an 
ever-increasing  rate,  but  Italy  is 

displaying  some  stickiness  in  this 

process." 

In  retrospect,  his  words  appear 

to  have  been  prophetic.  The  sud- 
den acceleration  of  Italian  bank- ing consolidation  was  prompted 

in  large  part  by  events  outside 
Italy.  Italian  banks  were  alarmed 
first  by  the  merger  in  Spain  of 
Banco  Santander  and  Banco  His- pano-Am  erica  no;  then  by  the 

merger  in  France  of  Society  Gfen- Srale  and  Paribas.  These  two  now 
face  a   hostile  bid  from  Banque 

Nationals  de  Paris. “The  Italian  mergers  completed 

so  far  were  regarded  until  a   few 
weeks  ago  as  a   viable,  if  tempo- 

rary, solution  to  the  growing  glo- 

balisation of  the  industry."  said  a Milan  banking  analyst  before  this 
weekend's  events.  “But  they  have 

already  been  overtaken  by  events 
and  Italian  banks  will  be  forced 

to  seek  even  bigger  alliances." In  the  same  way.  Fiat  has  been 
farced  to  step  up  its  search  for  an 

International  partner  in  the  wake 
of  the  consolidation  in  the  world 
car  industry.  Only  a   week  ago 

Giovanni  Agnelli,  Fiat's  honorary chairman,  admitted  his  group 

was  “too  small".  Until  a   few 

months  ago  Fiat  had  claimed  it 
could  survive  on  its  own.  Then  in 
November  it  decided  to  bid  S14bn. 
unsuccessfully,  for  the  whole  of 
Volvo. 
The  Bank  of  Italy  had  also 

become  worried  about  the  future 
of  the  country's  banking  system 

and  the  risks  of  foreign  intru- sions. Foreign  banks  have  long 
had  their  appetites  whetted  by 

Italy's  rich  savings  deposits  -   the 
country  has  the  second-largest 
rate  of  savings  after  Japan.  The 
fragmented  structure  of  the 
industry,  with  even  the  largest 
banks  appearing  relatively  small 
on  a   global  scale,  risked  making 
it  an  easy  target. 

Already  Credit  Agricole  of 

France  was  the  dominant  share- 
holder in  Banca  Intesa:  Deutsche 

Bank  had  recently  built  up 

stakes  in  both  BCI  and  UniCre- dito: Banco  Bilbao  y   Vlscaya  is 

the  biggest  shareholder  in  Banca 
Nazionale  del  Lavoro:  Paribas 
has  a   stake  in  BCI;  SocGen  a 

stake  in  UniCredito:  Banco  San- 
tander in  San  Paolo-IMI:  and  last week  ABN  Amro  took  an  8   per 

cent  stake  in  Banca  di  Roma. 

Carlo  Azeglio  C-iampi.  the  Trea- 
sury minister,  said  he  had  origi- 
nally proposed  the  merger  of  BCI 

and  Credito  Italiano.  the  two  big 
Milan  banks.  15  years  ago  when 

he  was  governor  of  the  Bank  of 
Italy.  Others  at  the  time  thought differently. 

Antonio  Fazio,  the  Italian  cen- 

tral bank  governor,  said  on  Sat- 
urday: “The  intensification  of 

domestic  and  international  com- 
petition, the  process  of  banking 

concentration  and  the  reduction 
in  state  holdings  are  leading 

towards  more  efficient  struc- 
tures, consistent  with  the  evolu- 

tion of  international  markets." In  other  words,  the  Bank  of 

Italy  welcomed  the  latest  block- 
buster mergers.  As  a   devout 

Catholic,  Mr  Fazio  would  not 
have  missed  the  lesson  in  yester- 

day's Gospel. 

100  years  ago 
A   Rival  For  Standard  Oil 

New  York,  21st  March.  A 
combination  of  English 

capitalists  has  organised  a 

company  under  the  laws  of the  State  of  Kansas  with  a 

capital  of  $250,000,000  to 

acquire  petroleum  fields  in  the Indian  territory.  It  promises  to 
be  tiie  strongest  competitor 

yet  seen  to  the  Standard  Oil 

Company. 

50  years  ago Terrorism  In  Malaya 

The  many  difficulties 
confronting  members  of  the 
Rubber  Growers'  Association 
are  outlined  in  the  fortieth 
annual  report  covering  1948. 
Events  in  Malaya,  it  states, 
were  overshadowed  by  the 
activities  of  the  organised 
terrorists  who  aimed  to  disrupt 
the  economic  fife  of  the 
country.  Planters  showed  great 
fortitude,  toe  report  states, 
and  rubber  output  was  a 

record,  but  personnel  “are  still 
bang  subjected  to  a continuous  and  exhausting 
strain  which  can  only  be 

relieved  by  the  most  rigorous 

suppression  of  the  forces  of 
disruption."  The  report  also 
refers  to  slow  progress  with 
the  war  damage  compensation scheme. 
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THE  LEX  COLUMN 

Imbroglio  Italiano 
First  the  Spanish,  then  the  French  and 

now  the  Italians.  Proposed  mergers  - 

between  UUCretfUo  and  Banca  Com
mer- 

cia)e  itaJiana.  and  San  Paolo-IMI  and 

Banca  di  Roma  -   take  European  hanking 

restructuring  into  a   new  gear.  The  larger 

combination,  UniCredito/BCI,  would  have 

a   market  capitalisation  of  about  €39bn, 

more  than  either  Spain's  Santander/BCH combination  or  Society  GAnerale/Paribas 

-   though  not  BNP's  proposed  three-way 
Gallic  merger. 

This  restructuring  is  long  overdue,  but 

having  finally  arrived  it  should  not  end 
no  being  Just  about  size.  That  matters, 
bin  efficiency  matters  more.  A 
UniCredito/BCI  combination  stands  a 

pretty  good  chance  of  creating  share- 
holder value.  In  BCI,  it  has  probably  got 

its  hands  on  the  better  bank.  And  Ales- 

sandro Profumo,  UniCredito's  investor- 
friendly  chief  executive,  does  not  look 

squeamish  about  wielding  the  axe,  partic- 
ularly when  compared  with  his  French 

counterparts. 
But  until  details  of  both  bids  emerge,  it 

Is  hard  to  tell  whether  shareholders  are 

really  getting  a   lair  crack.  For  BCI  in 
particular,  other  suitors  are  a   possibility: 
after  all,  it  has  only  just  escaped  the 
clutches  of  Banca  di  Roma  and  has  not 

been  playing  the  field  for  long.  Banca 

Intesa  could  be  one  contender  -   though 
Credit  Agricole,  its  leading  shareholder, 
might  not  like  being  diluted. 

Meanwhile,  both  deals  will  have  inter- 

esting implications  for  Mediobanca.  Uni- 
Credito,  Banca  di  Roma  and  BCI  each 

bold  7-8  per  cent  stakes  in  the  Milanese 
investment  bank,  which  used  to  rule  the 

roost  in  Italian  finance.  Having  previously 
treated  these  banks  as  its  servants,  it  may 
now  find  that  the  boot  is  on  the  other 

foot. 

French  banks 
Banque  Nationale  de  Paris  may  have 

bad  the  better  of  the  early  exchanges,  but 

its  bold  plan  to  mesh  France's  three  larg- 
est quoted  banks  is  far  from  home  and 

dry. 

Neither  of  its  targets,  Soctett  Generate 

nor  Paribas,  seems  prepared  to  dump  its 

planned  tie-up  and  cut  a   deal-  Indeed. 

SG's  shares  have  stormed  ahead  since 

BNP's  intervention.  They  now  stand  2   per 
cent  above  the  value  of  BNP's  share  offer 

BCl/UnfCnafflo  Rafiano 

Share  prices  rebased  to  the  Cdmft  lota. 
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for  SG.  This  in  turn  has  revalued  SG's  bid 
for  Paribas,  which  is  running  neck  and 

neck  with  BNP's  owzl 
In  reality,  SG  has  rallied  mainly  on 

hopes  it  will  negotiate  an  agreed  and 
sweetened  deal  with  BNP.  In  theory  there 

is  little  to  choose  financially  between  its 

bid  and  BNP’s  grand  scheme.  Neither  Is 
being  aggressive  on  job  cuts  and  both 
propose  to  shave  7.5  per  cent  off  operating 
costs.  But  investors  have  come  down 

strongly  behind  BNP. 

Until  its  intervention,  SG's  bid  for  Pari- 
bas had  lopped  3   per  cent  off  the  com- 

bined value  of  both  banks.  By  contrast, 

BNP’s  proposal  has  added  10  per  cent  to 
the  combined  value  of  all  three  since  the 

end  of  January,  immediately  before  SG’s 
Paribas  bid.  This  reflects  enthusiasm  for 

the  idea  of  merging  BNP’s  retail  network 
with  that  of  SG. 

In  addition,  there  is  greater  belief  that 

Michel  Pfibereau.  BNP’s  chairman,  has 
the  necessary  grit  to  deliver  the  promised 
€1.3bn  of  savings. 

All  this  leaves  SG  with  a   headache.  Its 

offer  for  Paribas  is  in  danger  of  hindering 
its  defence  against  BNP.  If  it  presses 

ahead,  SG  probably  needs  to  raise  the  bid 

to  establish  clear  superiority  over  BNP’s 
rival  offer.  But  this  could  be  hard  to  jus- 

tify. Paribas  -   which  would  produce  only 

45  per  cent  of  the  combined  groups*  earn- 
ings -   is  already  getting  so  per  cent  of  the 

whole.  Upping  that  may  well  simply 

depress  SG's  share  price,  making  it  more 

likely  to  fall  into  BNP’s  hands. It  is  difficult  to  see  what  else  SG  can  do. 

Mounting  a   counterbid  for  BNP  -   “le  pac- 

CONTENTS 

man"  -   looks  to  be  legally  questionable  in 
France.  And  in  any  case,  SG  has  already 

rubbished  BNP’s  three-way  merger  as  too risky. 

So  the  best  solution  for  SG’s  sharehold- ers would  be  for  the  bank  to  drop  its 

Paribas  bid,  as  French  takeover  rules  per- 
mit. This  would  free  its  hands  to  cut  the 

best  deal  with  BNP. 
In  an  ideal  world,  the  management 

would  piut  SG  up  for  auction.  The  risk  of  a 
foreign  white  knight  coming  in  would 

force  BNP  to  pay  the  best  price  to  win  its 
band. 

Clearly,  this  would  leave  Paribas  out  on 

a   limb.  Always  peripheral  to  BNP’s  ambi- 
tions, it  has  more  to  lose  if  SG  goes  off  on 

its  own.  Its  shares  are  trading  at  a   7   per 

cent  discount  to  the  value  of  SG’s  and 
BNP’s  bids  reflecting  this  risk. 
But  Paribas  still  has  a   few  shots  in  its 

locker.  One  option  might  be  to  threaten  a 
break-up.  On  a   sum  of  the  parts  basis.  Its 
€16-5bn  value  does  not  include  anything 

for  the  estimated  €4bn  of  unrealised  capi- 
tal gal™  in  its  dObn  share  portfolio.  This 

would  not  necessarily  force  BNP  to  up  its 

bid,  but  could  at  least  give  investors 
another  option  to  extract  value. 

Oil So  is  it  finally  time  to  overweight  oil 
stocks?  As  Opec  thrashes  out  the  details 

of  yet  another  package  of  oil  production 

cuts  -   this  time  a   2m  barrel  a   day  reduc- 

tion from  April  1st  is  on  the  cards  -   talk 
of  $17-$18  oil  is  in  the  air.  But  following 

last  year's  foiled  production  cuts  which 
targeted  2.6m  barrels,  considerable  scepti- 

cism remains. 
Although  the  oil  price  has  recently 

risen  to  a   five  month  high,  it  is  still  only 

hovering  around  last  year’s  average.  And 
most  equity  valuations  reflect  only  $14-115 
oil. 

But  it  could  well  be  third  time  lucky  for 

Opec  now.  With  global  growth  forecasts 
for  1999  already  slashed  to  around  1   per 
cent  and  Iraqi  production  bumping  up 

against  its  capacity  limits,  there  seems 
limited  room  for  further  disappointment. 

However,  the  real  test  of  O pec’s  commit- 
ment to  higher  revenues  through  higher 

prices,  rather  than  greater  volumes,  will 

be  in  members’  compliance  with  the  cuts. 
Less  than  70-80  per  cent  compliance  will 

probably  not  be  good  enough. 

)   give  Milosevic final  warning  over  Kosovo 
Last  diplomatic  move  before  Nato  must  make  good  its  threats 
By  David  Buchan  in  London, 

Gay  Dtanan  k   Belgrade  and Richard  Woffle  fn  Washington 

Richard  Holbrooke,  the  US  special 

envoy,  is  to  make  a   last-ditch  mis- 
sion to  Belgrade  today  to  try  to  con- 

vince President  Slobodan  Milosevic 
that  Nato  will  bomb  his  military 

forces  unless  he  reins  in  their  offen- 
sive against  Albanians  in  Kosovo. 

Coining  after  the  collapse  last 
week  of  peace  talks,  the  Holbrooke 

mission  is  a   final  spin  of  the  diplo- 
matic dice  before  Nato  is  put  to  the 

test  of  carrying  out  its  threats  of 
military  action. 

Madeleine  Albright,  US  secretary 

of  state,  said  Mr  Holbrooke  would 

tell  the  Yugoslav  leader  that  he  now 

faced  Ma  stark  choice”  -   join  the ethnic  Albanians  in  accepting  a 

political  and  peacekeeping  deal  for 
Kosovo,  or  bear  Tull  responsibility 

for  the  consequences  of  Nato  mili- 

tary action". 

The  mission  by  Mr  Holbrooke, 
who  has  extracted  past  concessions 

from  the  Yugoslav  leader  under 

duress,  would  appear  to  delay  any 

Nato  strikes  untfi  tomorrow  at  the 
earliest 

Nonetheless,  after  ambassadors  of 
the  19  Nato  allies  met  yesterday  in 

Brussels,  a   Nato  official  said  the 

time  lag  between  Nato  warplanes 

receiving  an  order  to  bomb  and  actu- 

ally doing  so  bad  now  been  reduced 

to  “just  a   few  horns”. 
The  situation  in  Kosovo  has  deteri- 

orated rapidly  since  the  breakdown 
of  peace  taifat  in  Paris  last  Friday. 

The  latest  offensive  by  Serbian 

forces  in  north  and  central  Kosovo 
hac  pushed  a   further  15,000  ethnic 
Albanians  out  of  their  homes, 

according  to  the  United  Nations 
High  Commissioner  for  Refugees,, 
the  main  international  organisation 

left  in  Kosovo  after  the  pull-out  of 
1,380  international  monitors  over  the 
weekend. 

Nato  will  justify  any  action  by 

arguing  that  there  is  a   need  to  pre- vent a   humanitarian  catastrophe 

among  refugees,  as  well  as  Mr  Milos- 

evic’s breaches  of  past  United 

Nations  Security  Council  resolu- 

tions. 
president  Bill  Clinton  and  Tony 

Blair,  British  prime  minister,  dis- 
cussed the  crisis  by  telephone  last 

night  and  agreed  to  speak  again 

within  48  horns,  London  said. "They  agreed  the  situation  was. 

increasingly  serious,  and  they  were 

growing  more  and  more  troubled  by 

what  was  happening  on  the  ground,” 
Mr  Blair's  spokesman  said. 

But  the  risk  of  Nato  bombing  caus- 

ing a   rift  between  the  West  and 
other  world  powers  deepened  yester- 

day. as  china.  a   permanent  Security 

Council  member,  denounced  the threats. 

Russia,  another  permanent  Coun- 
cil member  opposed  to  Nato  action, 

has  continued  to  try  to  persuade  its 

western  partners  in  the  Contact 

Group  on  Kosovo  of  the  need  for  a 

peaceful  solution. Reoorts.  Pane  2 

Milosevic’s  last  stand,  Page  12 
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White  House  tries  to  calm 

‘hysteria’  over  Chinese  spies 
By  Richard  Woffle  In  Washington 

The  US  government  yesterday 

moved  to  quell  fears  that  China  had 
gained  access  to  American  nuclear 

warhead,  neutron  bomb  and  electro- 
magnetic pulse  technologies,  dis- 

missing reports  of  widespread  Chi- 

nese espionage  as  “hysteria". Bill  Richardson,  energy  secretary, 

also  sought  to  reassure  the  public 
that  security  had  been  substantially 

tightened  in  US  laboratories  in 
recent  days. 

President  Bin  Clinton  last  week 
launched  a   formal  review  of  the 

national  security  threat  at  nuclear 
labs,  alongside  an  inquiry  by  the 

Federal  Bureau  of  Investigation  into 
Chinese  leaks  at  the  Los  Alamos 

National  Laboratory  in  New  Mexico. 

However,  Mr  Clinton  insisted  in  a 

press  conference  that  the  FBI  inves- 
tigation had  not  proved  that  espio- 

nage took  place. 
Mr  Richardson,  speaking  to  NBC 

television,  said:  “There  is  a   lot  of 
hysteria  out  there. 

“I  want  to  be  absolutely  sure  that 

our  labs  are  secure.  We  are  working 

aggressively  for  that  to  happen.  We believe  that  the  measures  we  have 

taken,  which  are  enormously  aggres- 

sive. are  addressing  the  problem.” 

In  particular,  he  dismissed  as  “an over-exaggeration”  a   report  by 
Newsweek  magazine  which 

described  Chinese  penetration  of  the 

US  nuclear  research  as  “total”. The  administration  has  already 

stepped  up  security  at  the  nuclear 
labs,  including  the  introduction  of 
lie  detector  tests  for  all  employees 
with  access  to  sensitive  information. 

It  has  also  boosted  security  sur- 
rounding visiting  scientists  and 

introduced  strict  controls  on  e-mail 
communications. 

Chinese  officiate  have  dismissed  as 

“unfounded"  allegations  that  a 

Taiwan-born  scientist  passed  secrets 

of  W88  Trident  ballistic  missile  tech- 

nology from  the  Los  Alamos  labs  to 

China. Mr  Richardson  confirmed  that  “a 
serious  breach  took  place”,  but  said it  was  undear  how  extensive  the 

damage  had  been  to  US  national 

security.  He  also  insisted  that  secu- 
rity was  already  being  strengthened at  the  nuclear  laboratories  well 

before  news  reports  emerged  about 

possible  problems  with  espionage earlier  this  year. 

The  White  House  came  under  con- 
tinued attack  yesterday  from  conser- 
vative Republicans  who  have  seized 

on  the  espionage  allegations  to  chal- 
lenge the  administration’s  wider  pol- 

icy towards  China. 
Steve  Forbes,  the  publisher  who  Is 

a   candidate  for  the  Republican  presi- 

dential nomination,  said:  “What  we need  on  China  is  a   real  China  policy, 

not  a   sellout  --  a   tough  policy. 
“You  start,  for  example,  by  elimi- 

nating military  co-operation  with  the 

Chinese  army  and  military. 
“We  have  a   situation  where  people 

from  the  Chinese  army  in  a   few 

months  are  going  to  visit  one  of  our 
national  laboratories. 

“Those  things  should  be  elimi- 
nated and  cancelled,”  he  said  on 

NBC  television.  “We  should  say  no 
to  China  Joining  the  World  Trade 

Organisation.” 
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FT  WEATHER  GUIDE 

Europe  today 
Northern  Scandinavia  will  have 
snow  showers  with  rain  in  the 

south  The  Low  Countries  and  Ger- 

many will  be  overcast  with  rain 
aitheugh  Austria  may  be  brighter 
wrth  showers.  Western  France 

shsufd  be  mostly  dry  with  brighter 
spalls  but  remaining  parts  of 
Franco  viill  have  showers  or  longer 

spells  of  rain.  Spain  wiD  be  mainly 
dry  end  sunny  but  there  will  be 
showers  along  the  north  coast  The 
Mediterranean  will  remain  unsettled 

•with  sunny  spells  and  showers. 

Five-day  forecast 
Much  of  Europe  will  be  unsettled 

wi !li  weather  systems  bringing 

mcr*  rent  and  showers  across 
Scandinavia,  the  Low  Countries 

and  Germany.  The  Eastern 
Mediterranean  will  be  unsettled 

-.vfth  showers.  Spain,  southern 
France  and  southern  Italy  should 

c-t3>  mostly  ary  with  some  sun. 

TODfiY’S  temperatures 

SHt/aftm  at  midday.  Temperatures  maximum  for  day.  Forecasts  by  'fit' WEATHERCENTRE 
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Brazil’s  shares  stage  Real  recovery 
Brazil’s  stock  markets  have  bounced  back  from the  chaos  that  followed  January’s  40  per  cent devaluation  of  the  Real.  So  far  this  month  the 
SSo  Paulo  market's  Bovespa  index  of  56  blue chips  has  increased  by  nearly  one-fifth  in  local 
currency  terms  and  more  than  30  per  cent  in 
dollar  terms.  Emerging  markets,  Page  19 

Bank  of  Japan  may  act  on  yen 
"Hie  yen  has  strength- 

DoUar  ened  over  the  past 
AgatatfteyenpperS)  couple  of  weeks,  as 
125  .       rises  in  the  Nikkei  have a   increased  talk  of  capital 
120   -/V-V-  flows  favouring  Japan. 

115  a   f   ̂    This  has  undermined 
the  ministry  erf 

i   HO -Y   finance’s  insistence ■   ■   that  it  does  not  favour 

Jan  1899   a   str^  Y™:  This 
"eek  s   meet,n9  Of  the 

Bank  of  Japan's  policy 
board  may  be  forced  to  consider  other  options 
jf  low  interest  rates  do  not  lead  to  faster  growth 
in  the  money  stock.  Currencies,  Page  22 

US  stock  market  eyes  Opec  meeting 
In  a   thin  week  for  announcements,  the  Opec 
meeting  tomorrow  and  non-farm  payroll  figures 
due  on  April  2   may  dominate  the  US  stock  mar- 

ket's attention  more  than  the  week's  economic 
and  corporate  news.  Markets  week.  Page  21 

Bank  merger  headache  for  France 
The  Bank  of  France  is  facing  a   regulatory  night- 

mare: the  proposed  three-way  merger  between 
Banque  Nationaie  de  Paris,  Paribas  and  Societe 

Generate,  which  will  create  the  country's  big- 
gest banking  group.  Page  21;  Lex,  Page  14 

New  appetite  for  Australian  bonds 
Favourable  market  conditions  for  corporate 
bond  issuers  in  Australia  and  historically  low 
yields  on  Australian  government  bonds  have 
fuelled  a   recent  surge  in  activity  in  Australian 
corporate  bonds.  International  bonds,  Page  18 

S   African  companies  rush  to  leave 
When  the  international  community  opened  its 
doom  to  a   reformed  South  Africa  in  1994  few 

expected  its  biggest  listed  companies  would 
use  them  to  leave.  But  South  African  Breweries 

shifted  its  primary  listing  to  London  last  month 
and  is  to  be  followed  by  Anglo  American,  the 
mining  business,  Old  Mutual,  the  insurer,  and  a 
variety  of  smaller  businesses.  Page  19 

Exchanges  discuss  electronic  futures 
The  futures  industry  has  accepted  the 
encroachment  of  electronic  trading,  but  how 
best  to  capitalise  on  the  new  technology  was 
the  subject  of  frenetic  discussion  at  rts  annual 

conference  in  Florida's  Boca  Raton.  The  big 
challenge  is  to  achieve  the  cost  savings  traders 
and  customers  are  demanding  in  the  hope  that 
this  will  keep  new  competitors  at  bay.  Page  20 
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Gucci  board  meets 
over  LVMH  offer 
Fashion  company  faces  action  over  white  knight  deal 
By  ABee  Rawsthom 

The  board  of  Gucci,  the 
embattled  Italian  fashion  com- 

pany, met  last  night  to  discuss 
Friday's  $5bn  offer  from 
LVMH,  the  French  luxury 
goods  group.. 

The  $85-a-share  cash  offer 
from  LVMH,  tabled  on  Friday 
morning,  is  conditional  on 

I   Gucci  abandoning  a   $2.9bn 
deal  announced  on  Friday 

morning  to  issue  a   40  per  cent 
stake  to  white  knight  bidder 
Pinault-Printemps-Redoute 
(PPRj.  the  French  retail  group. 

Bernard  Arnault,  chairman 

of  LVMH,  immediately  sued  to 
nullify  the  deal  with  PinaulL 
which  is  controlled  by  Fran- 

cois Pinault,  a   former  ally  of 
Mr  Arnault.  The  case  is  due  to 
be  beard  today  in  Amsterdam, 
where  Gucci  is  quoted. 

If  the  court  finds  for  LVMH, 
Mr  Arnault,  who  rebuffed  the 

Gucci  board's  efforts  to  per- 
suade him  to  mount  a   100  per 

cent  bid.  is  ejected  to  press 
ahead  with  his  offer  of  $85  a 

share.  LVMH  controls  34.4  per 
cent  of  Gucci,  bought  this  year 
for  $   1.4b n. 

If  the  court  upholds  the  Pin- 

ault transaction,  Mr  Arnault's 
offer  will  be  withdrawn.  Other- 

wise, he  would  have  to  pay  an 
additional  $3.3bn  to  Mr  Pinault 
for  the  39m  new  shares  issued 
to  PPR  by  Gucci,  advised  by 
Morgan  Stanley,  on  Friday. 
Mr  Arnault's  offer  also 

excludes  the  20m  new  shares 
Gucd  issued  last  month  to  an 
employee  share  option  plan 
(ESOP).  created  to  neutralise his  holding. 

LVMH,  advised  by  Goldman 
Sachs  and  ABN  Amro,  has  also 

appealed  to  a   Dutch  court  to 
nullify  the  ESOP.  However,  in 
the  preliminary  hearing,  its 
voting  rights  in  Gucci  were 
frozen,  as  well  as  those  of  the 

ESOP,  pending  a   final  ruling late  next  month. 

If  LVMH  wins  the  case  and 
the  Pinault  share  issue  is 
voided,  it  would  have  to  pay 

$3J3bn  cash  for  the  remaining 
65.6  per  cent  of  Gucci.  Mr 

Arnault  would  also  owe  $65. 7m 

to  Prada.  the  rival  Italian  fash- 
ion company  from  which  he 

purchased  a   9.5  per  cent  Gucd 
gtaifp  in  January. 

Prada.  which  bought  the 

shares  for  $46  each  last  sum- 
mer, has  made  a   $i40m  profit 

on  its  sale  to  LVMH.  Under  the 
terms  of  their  agreement,  if 
LVMH  bids  for  Gucd  within 
three  months,  Prada  can  claim 

80  per  cent  of  the  difference 
between  its  $70.50  sale  price 
and  the  bid  price. 

Mr  Arnault  may  face  a   coun- 
terbid  Cor  Gucci  from  Mr  Pin- 

ault, who  on  Friday  said 
Artemis,  his  private  company, 

is  to  buy  the  beauty  business 

of  Sanofi,  the  French  pharma- 
ceuticals group,  for  FFr6bn 

($lbn). 
Mr  Pinault,  advised  by  Mor- 

gan Stanley,  hopes  to  sell  the 
Sanofi  business,  including  the 
Yves  Saint  Laurent  brand,  to 

Gucd  for  the  samp  sum.  Gucci 
intends  to  use  it  as  the  basis  of 

a   luxury  conglomerate  to  chal- 

lenge LVMH . 
Designed  with  flair  Not  a   suit  in  sight  at  Guccfs  spring  coflection 

Venator  faces  battle  over  ‘poison  pill’ ^r^Edgecsn^joteisiB  Largest  investor  calls  for  provision  to  be  abandoned  shareholder 
By  Andrew  Edgecfiffn-Johnson in  New  York 

The  largest  shareholder  in 
Venator,  the  US  sports  shoe 
retailer,  known  until  last  year 
as  Woolworth.  is  trying  to 

force  the  group  to  abandon  a 

"poison  pill”  provision  and  to 
change  its  name  back. 

The  move  by  Greenway  Part- 
ners. which  owns  14.7  per  cent 

of  the  retailer,  will  add  to  the 

pressure  on  Roger  Farah,  Ven- 
alar’s  chairman  and  chief  exec- utive. 

According  to  one  New  York 
headhunter,  there  are  doubts 

about  whether  Mr  Farah’s  five- 
year  contract  will  be  renewed 
when  it  expires  next  January. 
Venator  said  only  that  Mr 

Farah  was  “currently  in  dis- 

cussions with  the  board”. In  a   filing  with  the  Securi- 
ties and  Exchange  Commission 

last  week,  Greenway  said  it 

might  nominate  its  own  candi- 

dates for  election  to  Vena  tor’s board  of  directors. 

It  also  threatened  to  with- 
hold votes  from  some  or  all  of 

the  existing  directors  who  are 

up  for  re-election  in  Jane. 

Greenway,  a   New  York  invest- ment partnership  founded  by 

Alfred  Kingsley  and  Gary  Dub- 
erstein,  has  made  similarly 

aggressive  moves  at  US  Shoe, 
Unisys  and  Outboard  Marine. 
Venator  would  not  comment 

on  Cfreenway's  proposal. 
Venator,  which  owns  the 

Foot  Locker  chain  and  has 

6,000  stores,  has  been  one  of 
the  few  US  retailers  not  to 

share  in  the  benefits  of  a   con- 
sumer spending  spree.  In  the 

last  year,  its  share  price  has 

fallen  from  a   peak  of  *27 ‘-i  to $6%  on  Friday,  having  touched 
a   low  of  $3&  in  February. “In  the  last  year  they 

haven't  been  too  successful 

with  their  new  name,"  said  Mr 
Kingsley.  "Woolworth  has  a   lot 

more  name  recognition.” 
He  added  that  Greenway 

objected  to  the  fact  that  Vena- tor had  not  sought  shareholder 

approval  when  it  reinstated  a 
poison  pill  last  year.  Giveaway 
had  objected  last  year,  he  said. 

Under  the  provision,  if  any 

shareholder  gains  control  of 
more  than  20  per  cent  of  the 

company  without  its  permis- 

sion, the  other  investors' 
shares  convert  at  a   rate  of  20 
to  one  to  dilute  the  holding  of 

the  potential  predator. 
On  Friday,  Venator 

announced  that  it  bad  renego- 
tiated a   8400m  credit  agree- 

ment with  its  bank  group,  giv- 

ing it  “adequate  working 
capital  to  execute  our  1999 

business  plan”.  The  hank 
agreement  restricts  dividend 
payments  and  stock  buybacks, however. 

Airline  alliance  seeks  stake  in  Thai  carrier 
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By  Ted  Bardacke  bi  Bangkok 

Star  Alliance,  the  global 

airline  grouping,  plans  to  form 
a   consortium  to  bid  for  a   sub- 

stantial equity  stake  in  Thai 
Airways,  one  of  the  partners  In 
its  grouping. 
Thamnoon  Wanglee,  Thai 

Airways  president,  said  Star, 
led  by  United  Airlines  and 
Lufthansa,  wanted  to  buy  as 

much  as  23  per  cent  of  the 
airline,  which  is  being  sold  by 

the  government. The  move  would  be  the  first 

equity  link-up  between  Star 
Alliance  partners,  who  cur- 

rently co-operate  on  schedu- 
ling, frequent  flyer  pro- 

grammes and  other  corporate 
services  without  any  cross- 
shareholding. 

It  also  raises  the  possibility 

of  a   bidding  war  between  Star 
Alliance  and  One  World,  its 
closest  competitor  among 

global  airline  alliances.  Qentac 
of  Australia,  a   founding  mem- 

ber of  One  World,  has  indi- 
cated an  interest  in  bidding  for 

a   stake  in  Thai  Airways,  possi- 

bly in  partnership  with  British 
Airways,  another  One  World 

partner. “Star  members  want  to  buy 
a   stake  in  Thai  as  a 

group . . .   and  would  form  a 
consortium  or  holding  com- 

pany to  do  it,”  said  Mr  Tham- 
noon. 
On  Friday,  Thai  Airways 

selected  a   group  of  investment 
banks,  led  by  CS  First  Boston 

and  Dresdner  KJemwort  Ben- 
son, to  advise  it  on  selling  as 

much  as  23  per  cent  of  the 
airline  either  to  a   strategic 
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Diminishing  forces 
Will  10,000  turn  out  to  be  a 
ceiling  or  a   springboard?  Last 
week  it  was  the  former,  the 

stock  market  bumped  its  lead 

against  a   five-digit  Dow  Jones 
Industrial  Average  without 

making  a   sustained 
breakthrough. 

The  general  view  on  Wall 
Street,  though,  is  that  it  will 

quickly  become  a   springboard. 
The  talk  last  week  was  all  of 
Dow  12,000, 16,000  or  more 
within  two  or  five  years. 

Last  year’s  brief  period  of nastiness  is  already  being 

consigned  to  history  as  the 
bear  market  that  passed  in  a 
blink  of  the  eye,  clearing  the 

way  for  an  all-new  bull run.  But  if  that  is  the 

case,  what  will  provide  the 
momentum? 

The  big  stock  market  rally  of 
the  second  half  of  this  decade 
has  been  characterised  by  two 
tilings:  rising  corporate 

earnings  and  falling  long-term 
bond  yields,  with  declining 
yields  becoming  the  more 
important  factor  of  the  two  in 
the  later  stages. 

Neither  force  is  likely  to  be 

as  powerful  in  the  months 

ahead. The  shrinking  pool  of 

ppmpwniwi  that  win  promise  to 

deliver  double-digit  increases 
in  earnings  has  already 
produced  a   distinct  narrowing 
of  the  stock  market  Ewer-more 
money  is  being  switched  to 

back  the  winners,  leaving  a 

growing  herd  of  also-rans to  fumble  along  in  the 
shadow  of  new  stock  market 
records. 

Also,  what  earnings  there 
are  may  become  of  more 
dubious  quality  -   a   point  aptly 
made  last  week  by  Warren 
Buffett 

It  has  become  too  easy  for 

companies  to  bend  the accounting  rules  to  plump  up 
their  earnings,  particularly 

when  they  are  involved  In 

takeovers. 
In  tect,  it  has  become 

second-nature.  Talking 
privately  last  week,  one 
American  executive  said  he 

expected  a   rival  company's 

partner  or  via  a   public  share 
offering,  or  a   combination  of 
both.  No  sale  date  has  been 
announced. 

Mr  Thamnoon  said  Star  had 
resolved  to  buy  the  stake  at  its 
last  board  meeting.  Currently, 

7   per  cent  of  Thai  Airways 
shares  are  listed  on  the  Thai 

stock  market  and  the  govern- 
ment owns  93  per  cent  That 

government  stake  will  be 
reduced  to  no  less  than  70  per 
cent. 

“Certain] y,  whoever  buys 
into  Thai  Is  looking  to 

stock  to  perform  well  after  its 

latest  acquisition:  “The accountants  almost  guarantee 
you  will  make  the  numbers  in 
the  first  year.”  Needless  to  say, 
this  executive’s  company  had 
done  a   fair  number  of 
deals  of  its  own  in  recent 

years. 

It  remains  the  fact  that  part 

of  the  1990s  earnings  “miracle" was  produced  by  lower 
interest  charges  and  falling  tax 

rates. 
If  these  have  run  their 

course,  the  rate  at  which 

corporate  profits  rise  will 
necessarily  be  slower. 

The  bond  market, 
meanwhile,  seems  unlikely  to 

lend  a   band.  Long-term 
interest  rates  have  risen  three 
quarters  of  a   point  from  their 
crisis-induced  lows  and  the 
conditions  that  produced  such 
a   demand  for  US  Treasury 
bonds  may  be  passing. 

It  is  clearly  too  early  to  tell 

if  this  year's  spring-time  hopes 
for  Asia  prove  more  lasting 
than  those  of  last  year,  or  how 

quickly  the  restructuring  of 
Japanese  finance  and  business 
will  take  effect 

strengthen  an  alliance  or  build 
one."  said  an  investment 
banker  who  has  studied  Thai 
Airways. 

Other  possible  bidders 
include  Swissair  and  Singa- 

pore Airlines,  neither  of  which 
are  a   member  of  a   branded 

global  airline  alliance. 
The  other  Star  Alliance 

members  are  Air  Canada, 
Scandinavian  Airline  System 

and  Varig  Brazilian  Airlines. 

All  Nippon  Airways  is  sched- uled to  become  a   full  partner 
later  this  year. 

However,  even  if  the  world 
is  not  on  the  verge  of  some 

broad  economic  recovery  -   let 
alone  a   pick-up  in  global 
inflation  -   it  may  be 

experiencing  what  Jeffrey 

Applegate  ai  Lehman  Brothers calls  “a  diminution  of  cyclical 

deflation”.  The  worst,  for  now, 

is  over. Over  the  long  run,  perhaps, 

the  US  could  not  live  with  the imbalances  created  by  an 

imploding  Asia  and  a 
staggering  Latin  America,  but 
over  the  short  run  it  has 

proved  highly  conducive  to low  Interest  rates,  soaring 

domestic  demand  and  a 

booming  stock  market  that  has 
added  SS.OOObn  to  share  prices 

in  just  two  years. 
The  signs  of  a   turnaround  in 

Asia  and  the  blip  in  energy 

and  other  commodities  prices, 

may  be  signalling  that  this 
period  is  coming  to  an  end. 
even  if  a   burst  of  inflation 

is  not  yet  around  the 

corner. 
For  now,  the  Fed  has  seen  fit 

to  let  the  market  do  its  job,  as 

rising  long-term  rates  have 
forestalled  the  need  for  official 

Volvo  set 

to  list  its 
shares  on 

fewer  stock 
exchanges 

By  Tim  Bint  in  Helsinki 
Volvo,  the  Swedish  automotive 

group,  is  planning  to  scale back  its  multiple  share  listings 
following  rising  dealing  costs 
and  poor  liquidity  in  many  of 
the  markets  where  it  is  quoted. 

The  company  is  expected  to cut  the  number  of  exchanges 

trading  Volvo  shares  from nine  to  three,  retaining  listings 

in  London,  New  York  and 

Stockholm.  Senior  officials 
said  the  company  had  begun 

the  process,  withdrawing  last 
year  from  Paris,  Zurich,  Basle 

and  Geneva. “We  will  gradually  de-list 

from  other  exchanges  because 

the  turnover  and  administra- tion costs  do  not  justify  our 
presence,”  said  the  group. 

Earlier  this  month,  Volvo 

promised  investors  a   SKrlObn 
(S1.2bn)  share  buy-back  or redemption  following  the  sale 
of  its  car  division  to  Ford  of 
the  US  for  SKr50bn. 

The  company  denied  that 
the  phased  withdrawal  from 
exchanges  in  Frankfurt, 
Tokyo.  Brussels,  Antwerp, 
Dusseldorf  and  Hamburg  was 

linked  to  the  buy-back  plan, 
which  requires  legislation 
from  the  Swedish  government. 
A   reduction  in  the  number 

of  separate  listings  could  also make  it  easier  for  Volvo  to 
issue  new  shares  to  fund  an 

acquisition. Following  the  Ford  transac- tion, Leif  Johansson,  Volvo chief  executive,  said  the  group 

planned  to  expand  agpes- 
sively  in  commercial  vehicles. 
The  company  has  already  held 
abortive  takeover  talks  with 

Swedish  truckmaker  Scania  - in  which  it  has  acquired  a   13 

per  cent  stake  -   and  made overtures  to  Navistar,  the  US 
truck  and  bus  manufacturer. 

It  is  also  understood  to  have 
made  an  informal  approach  to 
Case,  the  US  manufacturer  of 
earth-moving  equipment  and 
tractors.  Officials  close  to  Case 

played  down  the  prospect  of  an 
imminent  deal. 

Volvo  shares  traded  in  New 

York  fell  by  3   per  cent  last 
year,  while  the  proportion  of 
non-Swedish  investors  fell 

from  36  to  33  per  cent.  Volvo 

hopes  quitting  smaller 
exchanges  will  increase  liquid- 

ity in  New  York  and  London. 
Most  of  the  average  1.6m Volvo  shares  traded  daily 

change  hands  in  Stockholm, 

where  they  have  been  listed 
since  1935. 

earlier  action.  But  it  remains 

the  case  that  short-term  rates 
were  cut  to  their  present  level 
in  the  throes  of  a   financial 
market  crisis  last  year. 

The  present  structure  of  US 
interest  rates  was  conceived  to 
halt  a   financial  crisis  that  was 
threatening  to  spiral  out  of 
control  not  to  deal  with  a 
world  on  the  verge  of  an 
economic  recovery. The  emergency  liquidity 

pumped  into  the  world financial  system  last  autumn was  meant  to  buoy  the 

submerging  economies  of  Asia 
and  Latin  America,  not  add  to 
the  swelling  tide  surging 

through  the  US  stock 
market. 

If  the  emergency  remedy  has 
worked,  then  US  share  prices 

may  lose  one  of  their  strongest 

supports. 

“This  could  be  the  first  year 

for  a   while  when  the  stock 

market  does  not  get  a   tailwind 

from  falling  interest  rates  -   in fact,  interest  rates  are  turning 

into  a   bead  wind,"  says  Martin 
Barnes,  an  economist  at 
Bank  Credit  Analyst  in 

Montreal. 

Check-In  available  at  GaiwicL  Heathrow  ana  nenark. 
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COMPANIES  &   FINANCE 

Doubts  over  EU  pension  test  case 
By  Jane  Ifartins

ofi 

and  Nicholas  Timmins
 

A   group  of  multination
al 

companies  is  planning  a 

fresh  attempt  to  pave  the 

way  for  the  creation  of  pan- 

European  pension  funds 

with  a   European  Court  of 

Justice  test  case. 

The  latest  moves  over  EU 

tax  discrimination  an?  part 

of  a   twin-track  approach, 

with  multinationals  and 

European  pension  providers 

divided  about  the  right  strat- 
egy- 
While  some  companies 

believe  a   European  Court  of 

Justice  test  case  is  the  best 

way  forward,  the  European 

Federation  for  Retirement 

Provision  -   a   Brussels-based 

lobby  group  -   is  hoping  to 

persuade  the  European  Com- mission to  bach  a   new  fund- 

ing vehicle  which  could 
achieve  the  same  objectives 
without  antagonising 

national  tax  authorities. 
Earlier  efforts  to  set  up  a 

Pan-European  Pension  Asso- 
ciation foundered  because  of 

national  disagreements  and 

the  unwillingness  of  multi- 
national companies  to  fight 

the  issue  publicly.  Now  Wil- 
liam Mercer,  the  interna- 
tional benefits  consultancy, 

is  seeking  20  companies  to 

share  the  costs  of  a   case 

which  would  challenge  the 

tax  laws  which  make  cross- 
border  funds  extremely  diffi- 

cult to  operate. 
Geoffrey  Furlonger,  a 

Brussels-based  consultant  at 

the  firm,  said  10  multination* 
als  had  signed  up  so  far. 
Legal  costs  are  likely  only  to 
be  in  the  region  or  £200.000 
($330,000),  according  to  Ruth 
Goldman,  head  of  pensions 
at  the  lawyers  Llnklaters. 
And  a   study  carried  out  by 
consultants  Watson  Wyatt 
and  others  three  years  ago 
predicted  average  savings  of 

25  basis  points  of  assets  held 
if  tax  laws  were  changed. 

For  large  companies  such  as 

BP/Amooo  this  would  mean 
annual  savings  of  tens  of 

millions  of  pounds. 
But  while  the  costs  of  the 

action  are  small  and  the 

potential  savings  large,  mul- 
tinationals remain  wary  of 

taking  on  national  tax 
authorities  over  the  issue. 

They  fear  that  they  may  face 
less  favourable  discretionary 
decisions  in  their  day  to  day 
business  which  might  prove 

costly  In  the  short  term, 

whatever  the1  long-term 
savings  if  a   test  case  proved 

successful. 
The  Mercer  plan  offers 

supporters  anonymity  and. 

after  complaints  that  Pepa 
was  marked  by  an 

Anglo-Saxon  confrontational 
approach,  is  seeking  the 

widest  possible  base  of  sup- 
port .   Even  so,  one  company 

will  have  to  go  into  the  fir- 

ing line  to  provide  the  test case. 

Meanwhile,  the  KFRP  has 

proposed  to  the  European Commission  a   scheme  which 

would  allow  multinationals 
to  administer  and  regulate 
cross-border  funds  in  one 

jurisdiction  while  submitting 

to  a   variety  of  national  tax 
laws.  The  plan  is  to  win  over 

member  states  who  fear  loss 
of  tax  revenues. 

Wiseman  bid  for  Amco 

may  prompt  milk  feud 
By  Maggie  Ifrry 

A   move  by  Robert  Wiseman 
Dairies,  the  Glasgow  based 
milk  producer,  to  acquire 
Aberdeen  Milk  (Amco).  a 

dairy  farmers’  co-operative, 
may  spark  a   feud  in  the 
Scottish  milk  industry. 

If  the  bid  succeeds,  and 
talks  are  understood  to  be 
close  to  concluding,  it  would 
enable  Wiseman  to  tie  up 

virtually  all  the  dairy  farm- 
ers in  the  Aberdeen  area, 

preventing  them  from  sup- 
plying other  dairies.  This 

could  annoy  other  Scottish 
milk  processors,  notably 
Claymore,  basedabout  80 
miles  from  Aberdeen. 
Wiseman  has  over  80  per 

cent  of  tbe  Scottish  milk 
market  since  its  acquisition 
of  Scottish  Pride  from  receiv- 

ers two  years  ago.  Amco  is 
one  of  its  significant  raw 

milk  suppliers,  providing 
milk  for  its  Aberdeen  dairy. 

Amco  has  120  farmer  mem- 
bers. producing  90m  litres 

annually.  Wiseman  buys  93 
per  cent  of  that  milk,  which 
accounts  forabout  15  per 
cent  of  its  milk  purchases. 
Wiseman  argues  that  since 

it  already  buys  nearly  aD  the 
milk  the  deal  should  not  be 
controversial.  The  value  of 
tbe  bid  is  rumoured  to  be 
about  £im. 
However,  that  argument 

may  not  be  persuasive  to 
Claymore.  This  is  the  pro- 

cessing arm  of  the  North  of 
Scotland  Milk  Co-operative 
Society,  another  dairy 
farmer  grouping,  which 
turns  raw  milk  into  liquid 
milk  and  cheese.  Last 
December  Express  Dairies, 

the  Leicester-based  milk  pro- 
cessor, paid  gL2m  for  a   51 

per  cent  stake  in  Claymore's 

liquid  milk  division. 
Express  aims  to  develop 

Claymore's  Highland  Fresh 
brand  of  milk,  and  has 
Invested  in  extra  processing 
capacity,  and  a   depot  in 
Coatbridge,  central  Scotland. 
The  aim  is  to  sell  milk  into 
the  more  heavily  populated 
central  Scottish  belt,  which 

is  Wiseman's  heartland. 
The  spat  is  further  evi- 

dence of  the  need  for  ration- 
alisation in  the  industry,  and 

the  difficulty  of  doing  deals 

in  a   highly  competitive  envi- 
ronment 
Meanwhile,  Milk  Marque, 

the  dairy  farmers'  co-opera- tive which  supplies  more 
than  half  the  milk  used  in 
England  and  Wales,  is 
believed  to  have  reached 

agreement  with  its  custom- 

ers. The  prices  will  take  effect 
from  April  1. Alan  Wiseman,  chairman,  reflects  on  the  Amco  bid  Jason  Orton 

Rugby  ponders  future  of  joinery  unit 
By  Thorold  Barker 

Rugby,  the  building 
materials  group,  is  consider- 

ing tbe  sale  of  its  joinery 
business  to  focus  on  its  core 
cement  operations.  Analysts 
believe  a   sale  could  fetch  up 
to  1300m. 

Peter  Johnson,  chief  exec- 
utive. is  expected  to 

announce  plans  for  the 
future  of  business  with  the 

full-year  results  on  March  30. 
The  move  would  follow  tbe 

sale  of  Pioneer  Plastics  Cor- 

poration. its  non-core  lami- 
nates division,  in  December 

for  £96m. 

It  would  leave  it  concen- 
trated oncement  operations 

in  Australia  and  the  UK. 

where  it  is  the  third  biggest 

producer  after  Blue  Circle 
Industries  and  Castle 
Cement 

Difficult  trading  condi- 
tions in  Boulton  &   Paul,  the 

UK  joinery  business,  were 
behind  a   profits  warning  in 
December,  when  400  job  cuts 
were  announced. 

In  the  six  months  to  June 

30,  turnover  in  the  UK  join- 
ery division  fell  by  19  per 

cent  to  £93m.  cutting  operat- 
ing profits  by  40  per  cent  to 

£2.5m.  in  December,  the 

group  said  It  did  not  expect 

UK  joinery  profits  in  tbe  sec- ond half  to  exceed  those  in 

the  first. 
The  joinery  businesses 

expected  to  account  for 

about  70  per  cent  of  Rugby's £1.03bn  turnover  in  1998. 

Operating  profits  are  expec- ted to  be  about  £33m.  out  of £77m. 

The  shares  have  recovered 
from  81V- p   on  the  day  of  the 

profits  warning  in  December 
to  llOp  -   giving  a   market 
value  of  mom  still  below  a 
52-week  high  of  142  Vi  p. 

3i  seeks 
to  charm 

Electra 
holders 
By  Katharine  Garapbefl.  Growing Business  Correspondent 

3i,  the  venture  capital  group 

making  a   £i.25bn  (S2.03bn) 
hostile  bid  for  rival  Electra 
Investment  Trust,  will  this 

week  launch  a   charm  offen- 

sive with  Electro's  main institutional  shareholders. 
Brian  Larcombe,  chief 

executive  of  3i.  is  likely  to 

face  questions  on  the  fate  of 

Electra  Fleming,  the  trust's manager,  which  is  a   50/50 
joint  venture  with  Robert 
Fleming,  the  investment 
bank.  Institutions  want  to 
know  whether  3i  will  be  able 
to  retain  tbe  Electra  Fleming 
team. 

David  Erskjne,  Investment 
director  at  Standard  Life 
Investments,  said  he  would 
be  asking  wbat  3i  plans  to  do 

with  Electro's  portfolio.  "We don't  know  if  the  people 

there  will  stay.  3i  would  be 

buying  the  assets,  bat  it  is the  Electra  team  that  knows 

them  best" 

Industry  observers  say  dif- ferences in  remuneration 

ajjid  investment  style  suggest 
senior  staff  would  not  want 
to  work  for  3L  However.  Mr 

Larcombe  disagreed  and 
denied  a   claim  by  Electra 
that  it  had  made  approaches 
to  individual  executives 
which  had  been  rebuffed. “I  can't  say  every  single 

executive  will  want  to  join 
but  I   happen  to  know  some do,"  he  said. 

Mr  Larcombe  said  he  could 

not  predict  how  any  integra- tion might  work.  However, 

he  added:  "If  you  ask  me  if  it 
will  be  a   boutique  trans- 

planted into  3i,  the  answer  is 

no." 

In  the  wind-up  plan  Elec- 

tra has  proposed  as  an  alter- 
native to  the  31  bid,  itwill  1 

pay  Flemings  £30m  for  its stake,  but  added  it  would  | 

write  down  the  total  value  of 

its  holding  by  that  amount.  1 Meanwhile,  Electra  yester- 
day hit  back  at  31  which  has 

cast  doubt  on  its  latest  net 
asset  value,  updated  to  786p 

as  at  February  28.  “The  idea that  31  has  an  intimate 
knowledge  of  our  portfolio  is 

frankly  laughable." 

London  Underground 
political  fudges  produce  strange  hybrid  m

tarn _   The 

part-privatisation  of  the  London  Under
grounds  mfrosfru* 

tSe  is  a   case  in  point.  It  has  the  bo
dy  of  a   mMk 

mnnn~  initiative  project,  and  the  head  of  a   regu
lated  unl- 

Traditional  lenders  to  PF1  projects  will  be 
 used  to  the 

welter  of  contracts  specifying  what  tbe  inf
rastructure  com- 

panies must  deliver  in  return  for  fixed  payments/They
  may 

not  feel  so  comfortable  with  the  regulatory  risk.  Th
e  govern- 

ment's plan  is  for  these  contracts  to  be  reviewed  aft
er  seven 

years,  to  accommodate  changes  in  the  governm
ent  s   mvest- 

ment  wish-list  Across  the  negotiating  table 
 from  the  infra- 

structure coirmanies  will  be  the  “client",  the  stateo
wned 

operator  of  the  Tube  lines  under  the  authority  of  a   Lon
don 

mayor.  If  the  two  sides  clash,  an  “arbiter"  w
ill  bang  heads 

together.  Lenders  may  fear  an  unfavourable  re-writin
g  of  the 

rules,  and  may  insist  on  shorter-term  debt.
 

Of  course,  regulatory  risk  is  not  so  scary  for  investors  who 

piled  into  the  privatisation  of  UK  utilities.  They  will  like  the 

regulatory  light  touch  the  government  is  proposing.  Unlike 

the  utilities’  frequent  battles  with  regulators  over  returns, 
the  London  Underground  consortia  will  bid  in  a   specific  rate 

of  return,  which  they  get  to  keep  throughout  their  30-year 
concessions.  . . 

The  worry  is  that  the  private  sector  will  be  hemmed  m   by  ■ 

a   bureaucratic  public-sector  operator  wanting  to  impose 

inappropriate  engineering  standards  and  procedures.  Rows 
between  the  two  will  matter  the  infrastructure  companies 

will  need  the  operator's  say-so  for  routine  things  like  getting 
access  to  stations. 

Yet  the  government's  plans  can  be  made  to  look  more 
attractive.  The  pill  to  lenders  could  be  sweetened  by  govern- 

ment retaining  more  risk  for  things  like  tunnel  collapse.  The 

residual  risk,  though,  means  these  consortia  are  unlikely  to 

be  as  highly  geared  as  PFI  bids.  Out  go  the  15  per  cent-plus returns  earned  on  slithers  of  PR  equity;  in  come  duller 

utility-style  returns  for  equity  investors. 

Financiers  will  seize  on  tbe  problems  in  the  government's 

plans.  They  want  a   good  deal.  The  problems  are  there,  but 
the  government  has  one  ace  up  its  sleeve:  past  privatisations 
have  delivered  bonanzas  to  investors.  No-one  wants  to  be 
caught  short  agaiu. 

BT  expectations  of 
cable  sales  fade 
By  Cathy  Newman 

British  Telecommun- ications's hopes  ofraisiDg 
interest  in  the  sale  of  its  two 
cable  television  franchises 
have  been  dealt  a   blow  after 
some  of  the  biggest  UK  cable 
companies  decided  they  were 
not  interested  in  bidding. 

The  European  Commission 
told  BT  it  had  to  sell  its 

cable  networks  in  Westmin- 
ster, London  and  Milton 

Keynes.  Buckinghamshire, 
to  participate  in  Open,  an 

interactive  television  ven- 
ture with  British  Sky  Broad- 

casting, HSBC  Holdings  and 
Matsushita But  both  Cable  &   Wireless  gi 

Communications  and  Telew-  - 
est  Communications  have 

failed  to  express  an  interest. 
CWC  had  been  viewed  as  the 
favourite  to  bid. . 
Of  the  three  biggest  UK 

operators,  only  NTL  has  sig- 
nalled an  interest.  The  oth- 

ers have  been  deterred  by 
the  fact  that  they  would  only 

be  able  to  offer  cable  televi- 
sion -   not  telephony.  Tradi- 

tionally. cable  operators have  driven  margins  by 

offering  both..  * 
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EARNINGS  (US$  nwIRons)  : 

Net  Income  after  Tax  :... 

’’  Net  interest  Revenue.  /   •-  ' 
'   Oxfrer  Income  • 

Operating  Expenses 

FINANCIAL  POSITION  <US$  mfffionsj 

Total  Assets 

Loans. 

Investment  Securities 

Shareholders’  Equity  ■ 

RATIOS  (%)  -- 

Return  on  Shareholders*  Equity  - 
Return  on  Assets 

.   BIS  Risk  Asset  Ratio 

Shareholders’  Equity  as  %   ofTotal  Assets 
LiqukJAssets  Ratio 

1998 

.82.1 1153 49.2 

52.9 

10,209.0 

4,000.7 
3,229.6 731.0 

11.2 

0.8 113 

7.2 59.1 

:   1997 

86.4 

109.6 

54.0 46.7 

9323.9 

3,478.7 

3,047.0 693.9 

IZ5 
0.9 

12.0 
7.3 

61.6 

Change 
-   5.0% 

+   5.2% 
-   8.9% 

+   133% 

+   7.2% 
+   15.0% 
+   6.8% 

+   53% 

Net  Income  after  deduction  of 

a   US$30  million  credit  loss 

provision  was  S82.1  million, 

representing  an  1 1.2  per  cent 

year-end  return  on  Shareholders' 
Equity,  while  Total  Assets  grew 

by  S685.1  million  to  $10,209 

million  at  the  1998  year  end. 
The  excellent  financial 

performance  reflects  the  Banks 

strategic  focus  and  its  core 

strengths  and  is  particularly 

commendable  in  view  of  the 

volatile  market  environment 

witnessed  during  the  second 

half  of  the  year.  A   prudent, 

professional  and  disciplined 

approach  to  risk  caking  and  an 
emphasis  on  asset  quality, 

liquidity  and  risk  diversification 

helped  to  protect  the  Bank  from 
the  market  turbulence. 

With  the  merger  with 

Saudi  International  Bank, 

headquartered  in  London.  GIB 
looks  forward  to  providing  a 

broader  range  ol  products  and 

services  to  its  customers  and 

thereby  enhancing  and 

diversifying  the  Bank's  revenues. The  audited  financial 

statements  are  available  upon 

request  from  the  Public  Relations 

Division  at  GIB  s   Head  Office. Gulf  International  Bank  b^.c 

Head  Office.  P.O.Box  1 017. Manama. Bahrain.  Tel: (+973)  S34Q00.  Fax (*973)  522633.  Internee http J/www.gibonJine. com 

Schneider  SA 
Notice  of  Meeting 

General  Meeting  of  holders  of 
SQUARE  D   Convertible  bonds 

Holders  of  Square  D   2%  2003  bonds  convertible  Into  Schneider 

SA  shares  are  invited  to  attend  a   General  Meeting  of 

Bondholders  on  Wednesday;  Aprt  7, 1909  at  10  dOO  am.  at 

the  headquarter  erf  Compagnie  Ftoandere  de  CICet  de  r   Union 

Europfienne,  4.  rue  Gafflon.  75002  Rate.  The  agenda  of  the 

meeting  Is  as  follows: 

•   Reports  of  the  Bead  of  Directors  and  the  Auditors. 

•   Approval  of  the  waiver  of  Schneider  SA  shareholders’  pre- 
emptive right  to  subscribe  shares  with  a   maximum  aggregate 

par  value  of  EUR  750  iraffion  to  be  issued  on  redemption, 

inversion,  exchange  or  exercise  of  warrants  or  other  share 

equivalents,  subject  to  waiver  of  these  rights  by  the  General 

Meeting  of  Schneider  Sa  shareholders. 

•   Approval  of  the  26-fnonth  authorization  sought  by  the  Board 

of  Directors  to  issue  shares,  stock  warrants  or  other  securities, 

without  pre-emptive  subscription  rights,  with  a   maximum  par 

or  face  value  of  EUR  1-5  ba&on,  subject  to  approval  of  this 

authorization  by  the  General  Meeting  of  Schneider  SA 

shareholders.  The  mannuri  aggregate  par  value  of  the  shares 

to  be  issued  cfaectty  or  on  redemption,  conversion,  exchange 

or  exerefee  erf  warrants  or  other  share  equivalents  wa  be  Bmfted 

to  EUR  750  miHion. 

  GROUPE SCHNEIDER 3 MMnGerin  nuodtoon  9SquaraD  3 Tatanwcaniqua 

•   Approval  of  the  authorization  sought  by  the  Boani  of  Directors 

to  grant  stock  options  to  the  management  and  key  employees 
of  Schneider  SA  and  its  subsidiaries,  subject  to  approval  of 
this  authorization  by  the  General  Meeting  of  Schneider  SA 
shareholders.  The  number  of  shams  to  be  purchased  or 

subsotoed  on  exercise  of  the  options,  excluding  cancelled 
options,  will  not  exceed  5%  of  the  cepttaL  Shareholders  will 
waive  their  pre-emptive  right  to  subscribe  shares  issued  on 

exercise  of  options. 

•   Powers  to  carry  out  formalities. 

AH  bondhoWws  are  entitled  to  attend  the  General  Meeting. 

To  attend  the  meeting  or  vote  by  proxy,  holders  of  bearer 
bonds  wBI  be  required  to  provide  proof  of  their  identity  and 
ownership  of  the  bonds  at  least  five  days  prior  to  the  date  of 
the  meeting.  To  this  end,  they  should  obtain  a   certificate 

from  their  banka1,  broker  or  other  Intermetfia'y  confirming  their 
title  to  the  bonds  and  stating  that  the  bonds  have  been  placed 
in  a   blocked  account  to  prevent  their  sale  prior  to  the  meeting. 

H   the  quorum  is  not  met  at  the  meeting.  It  wifi  be  called  again 
on  VMsdnesday,  April  at.  I999ar  tfrOQ  am.  at  the  same  venue. 

The  Board  of  Directors 

THE  EMERGING  MARKETS  STRATEGIC  FUND 

SICAV Registered  Office  59,  route  d'Esdi, 
L-1470  Luxembourg 

R.C  Luxembourg :   B-2&252 

Share  Wdera  are  hereby  convened  to  attend  the 

ANNUAL  GENERAL  MEETING 

of  fhuehalelers  of  oim  company,  which  tvH  tafar  pbee  at  the  registered  office 

of  Banque  Internationale  i   Linwnbourg.  63.  route  d'Esdi.  L-1470  Luxembourg, 
on  April  1st  1999  it  11.00  un.  for  the  purpose  of  considering  and  voting 

upon  the  Mowing  agenda: 

1.  SutimMen  of  the  Reports  of  the  Board  of  Dindors  and  of  Hk  Auditor; 

2.  Approval  of  the  Statement  of  Net  Assets  and  of  the  Statement  of  Changes 

bi  Net  Assets  for  the  year  ended  as  at  December  31st  1998; 

3.  Allocation  of  the  net  results; 

4.  Discharge  to  the  Pirectore; 

5.  Statutory  Appointmoits; 

fi.  MfcidUneous. Shareholders  an  advised  that  no  quotum  a   eeouutd  for  the  asms  of  the 
agenda  of  the  Annual  General  Meeting  and  that  decUanswfi  be  taken  at  the 

majority  of  the  votes  expressed  by  the  shareholders  present  or  represented  at 

the  Meeting. 
In  outer  I o   attend  the  Meeting  the  Owners  of  bearer  shares  have  to  deposit 
their  shares  five  clear  days  before  the  Meeting  at  the  offices  id  Banoue 

Internationale  i   Luxembourg.  69.  route  d'Esdi.  L-1J70  Luxembourg. 

THE  BOARD  Of  DIRECTORS 

appears  in  the  UK  edition  every 
Wednesday  &   Thursday  and  in  the International  edition  every  Friday. 

For  information  on  advertising 
in  this  section  please  cal! Chris  Ibbiston 

on  0171 873  3351 

.   Financial  Times 

t 

i i 

V. 

I 



FINANCIAL  TIMES  MONDAY  MARCH  22 

inn 

:\p i   1   ■ 1   r   ‘   * 

*   '   :   '   ̂ 
1.  --  '<K  ̂  

*   -v|a 
*   liUl 

COMPANIES  &   FINANCE 

Battle  for  BNP  tests 
the  regulatory  taboos 
The  proposed  three-way  French  banking 
scrutinised  'in  the  national  interest'  writes 

Tbe  Bank  of  France  has 
been  confronted  with  a 
regulatory  nightmare  as 

a   result  of  the  proposed 
three-way  merger  between 
Banque  Nationale  de  Paris. 
Paribas  and  Society  Gener- 

ate. which  will  create  the 
country's  biggest  banking 
group. The  merger  must  obtain 
the  approval  of  the  credit 
institutions  committee 
(Cecei),  which  vets  all  new 
hanking  entities  and  is  pre- 

sided over  by  Jean-Claude 
Trichet,  the  governor  of  the 
Bank  of  France.  This  nor- 

mally mundane  vetting  pro- 
cess has  been  complicated 

by  the  size  of  tbe  deal  and 
because  Paribas  and  SG 
regard  the  BNP  approach  as 
hostile  while  they  are  press- 

ing ahead  with  their  own 
amicable  merger. 

The  sensitivity  of  the  issue 
was  highlighted  by  an 
unprecedented  joint  state- 

ment from  the  ministry’  of 
finance  and  Bank  of  France 
when  the  BNP  bid  was 
unveiled  on  March  10. 

Invoking  the  “national 
interest"  the  authorities  said 

they  would  “scrutinise  the 
Impact  of  the  bid  on  the 
proper  functioning  of  the 
French  banking  and  finan- 

cial system". Since  then,  a   dozen  offi- 
cials at  the  Bank  of  France 

and  others  at  the  finance 
ministry  have  been  studying 
the  dossier. 
A   decision  is  due  this 

week  but  it  could  be  slightly 
delayed  against  the  back- 

ground of  an  increasingly 
shrill  war  of  words  among 
the  banks  over  the  respec- tive merits  of  the  offers 
Whatever  technical  objec- 

tions are  found,  withholding 
approval  would  be  seen  in 
essentially  political  terms. 
The  powerful  ministry  of 
finance  is  also  represented 
on  the  committee  by  a   senior 
treasury  official,  and  deny- 

ing the  validity  of  BNP  s   bid 
would  highlight  the  French 
authorities'  interventionist 
reflexes  at  a   time  when  the 
euro  is  forcing  the  pace  of 
bank  concentration  and 
shareholder  value  is 
beginning  to  take  root  in 
France. 

However,  if  BNP's  plans  to 
create  a   French  national 
champion  are  given  the 

go-ahead  against  the 
declared  opposition  of  Pari- 

bas and  SG,  the  regulators 
will  have  accepted  the  prin- 

ciple of  a   hostile  bid  in  the 
strategic  financial  sector. 
This  in  turn  would  have 
Important  consequences  for 
the  shape  of  French  banking. 

“Giving  the  green  light  to 
this  hostile  bid  inevitably 
wifi  open  the  door  to  foreign 

merger  is  being 
i   Robert  Graham 

banks."  says  a   senior  French 
banker.  “How  can  the  Bank 

of  France  accept  BNP’s  hos- 

tile offer  and  then  say  “no" to  the  foreign  banks  waiting 
in  the  wings  to  enter  the 

French  market?"  he  added. 
The  French  financial 

establishment  firmly 
believes  the  consolidation  of 
the  banking  system  should 
take  place  under  national 
control. 
Nevertheless,  allowing  a 

hostile  bid  between  French 

banks  to  proceed  breaks  a 
taboo  and  gives  foreign 
banks  an  excuse  to  show 

their  infinitely  deeper  pock- 
ets. either  by  offering  them- 

selves as  white  knights  or 

making  their  own  hostile 

approaches. 

Tbe  issue  is  further  com- 
plicated because  the 

credit  committee  has 

already  approved  last 
month's  friendly  merger  of 
Paribas  and  SG.  Approval 

went  ahead  without  appar- 

ent fuss,  although  the  com- 
mittee never  comments  on 

its  decisions. 

Among  the  technical 

aspects  of  “prudential 
assessment"  being  consid- 

ered by  the  committee  are 
the  solidity  of  the  merged 

group,  the  quality  of  the 
management,  the  projected 
synergies  and  overlaps  in 

Bank  of  France  chief  Jean-Claude  Trichet  is  vetting  the  bid 

domestic  and  foreign 

operations,  plus  projections 

for  profitability.  The  com- mittee also  examines  the 

impact  on  jobs. 
So  far,  BNP  has  spelt  out 

little  detail  -   notably  about 
the  nature  of  the  manage- 

ment structure  or  how  the 
different  identities  of  the 

three  banks  would  be  main- 
tained. Nor  is  it  clear  how 

tbe  committee  can  take  at 

face  value  BNP's  promise  of 

job  protection  when  the  mar- kets have  welcomed  its  bid 
in  the  expectation  of  labour savings. 

In  his  capacity  as  chair- 
man of  the  committee.  Mr 

Trichet  can  bold  discreet 

contacts  with  the  respective 

banks  to  see  If  the  bid  might 
be  turned  amicable  or  make 

suggestions  for  improve- 

ments. Interestingly,  a   decade  ago 

Mr  Trichet.  as  director  gen- 
eral of  the  treasury,  played  a 

mediating  role  in  tbe  first 
hostile  bid  in  the  financial 

sector  when  Georges  Peber- 
eau.  elder  brother  of  Michel 
Pebereau,  the  current  head 
of  BNP.  tried  in  vain  to  gain 

control  of  SG. 
Mr  Trichefs  conduct  will 

be  even  mare  closely  scrutin- 
ised now  because  of  his  posi- 
tion as  the  designated  future 

governor  of  the  European 
Central  Bank  once  the  single 

currency  is  full  introduced 
in  2002. 

Most  bankers  say  it  will  be 
hard  for  the  committee  to 

deny  BNP  approval  and  dis- allow its  bid  from  being  fully 

tested  by  shareholders.  But such  a   decision  will  raise  the 
stakes  in  the  bid  battle  and 
accelerate  the  opening  up  of 

the  once  closed  French  bank- 

ing system. 

Sun  adds  strength  to  Symbian  venture 
By  Christopher  Price  in  Hanover 

The  Symbian  communica- 
tions alliance  received  its 

second  big  boost  in  less  than 
a   week  when  Sun  Microsys- 

tems. the  US  computer  man- 
ufacturer. signed  up  as  a 

partner  to  support  the  move 
towards  an  industry  stan- 

dard for  the  next  generation 
of  mobile  devices. 

The  addition  of  Sun  to  the 

Symbian  venture,  which  is 
owned  by  Nokia.  Ericsson. 
Motorola  and  Psion,  is  the 

most  significant  move  since 

the  alliance  was  formed  last 

year.  The  US  group  will  use 
its  Java  software  along  with 

Symbian’s  Epoc  operating 
system  as  the  basis  of  a 
range  of  smart  devices  that 
will  harness  the  communica- 

tions capabilities  of  mobile 
phones  to  the  power  of  band 
-held  computers. 

Epoc  has  been  the  operat- 

ing system  behind  Psion's range  of  hand-held  comput- 
ers. Last  week  it  emerged 

that  NTT.  the  Japanese  tele- 
coms group,  had  also  become 

a   partner  of  Symbian.  The 

news  prompted  a   jump  in 

Psion's  share  price  as  NTT 
gives  Symbian  a   foothold  In 
the  Japanese  market 

Sun's  decision  to  link  with 
Symbian  will  put  further 
pressure  on  Microsoft,  the 
US  software  group,  which 
had  hoped  to  make  its  CE 

operating  system  as  power- ful in  the  consumer  market 

as  Windows  98  is  for  desktop 

computer. 

Colly  Myers,  chief  execu- tive of  Symbian,  said  its 

devices  would  be  the  con- 
sumer's physical  portal. 

allowing  access  to  services. 

Besides  Java.  Symbian  prod- 
ucts will  also  be  able  to  har- 
ness other  networking  stan- 

dards. such  as  Sun’s  Jini, 
Wireless  Application  Proto- 

col and  Bluetooth. 

Epoc-based  devices  are 
already  beginning  to  emerge. 
Last  week  Ericsson  unveiled 

its  first  phone  to  use  the 
operating  system,  and  it  has 

switched  its  hand-held  com- 
puters from  CE  to  Epoc 

-based  Psion  Series  5 

models. 

However,  the  first  devices 

to  harness  the  full  attributes 

of  Java  and  Epoc  are  expec- 
ted to  be  launched  towards 

the  end  of  the  year.  Symbian 
receives  a   licence  fee  for 
every'  device  sold. 

Scott  McNealy,  chairman 
and  chief  executive  of  Sun. 

said  the  Symbian  alliance was  addressing  a   smart 

-phone  market  estimated  at 
40m  users  by  2006. 

Separately,  Psion  last week  unveiled  prototypes  for 

two  new  raioi-notebooks. 
which  are  due  to  be 
launched  later  this  year. 

Pernod 

expects move  on 
Orangina 
By  John  Wiliman, Consumer  Industries  Editor 

Pernod  Ricard.  the  world's fifth  largest  drinks  group, 

said  it  expected  the  French 

government  to  lift  its  veto 
soon  on  the  sale  of  its  Oran- 

gina soft  drink  business  to 
Coca-Cola,  which  was 

blocked  last  year  as  anti- 
competitive. The  French  group  said  it 
had  also  decided  to  sell  its 
Yoo-Hoo  milk  drink,  which 
has  sales  of  $ll6m  a   year  in 
the  US.  This  follows  a   review 
of  options  by  J.P.  Morgan, 
the  investment  bank. 

Patrick  Ricard.  chairman 
and  chief  executive,  said  tbe 
company  had  produced  a 
shortlist  of  bidders  for 
Yoo-Hoo.  which  Pernod  bad 

originally  acquired  to  boost 
distribution  of  Orangina  in 
the  US.  He  expected  a   sale 

within  a   few  weeks. 
He  was  speaking  as  the 

group  announced  a   5.4  per 
cent  increase  in  pre-tax 
profit  last  year  to  FFrfLGfibn 
(€3 14m.  S343mi  and  a   3.6  per 
cent  dividend  rise  to  €1.5. 

Sales  before  duty  were 

FFr20. 58bn,  up  B   per  cent, 

largely  due  to  growth  in 
sales  of  drinks  including 
Jameson's  Irish  whiskey. 
Havana  Club  white  rum  and 
Wild  Turkey  bourbon,  as 
well  as  its  trademark  pastis 
aniseed  drinks. 

Mr  Ricard  said  tbe  group 

wanted  to  acquire  other 
brands  to  put  through  its 
distribution  network,  partic- 

ularly those  with  export 
potential  to  other  markets. 
Even  before  the  sale  of  Oran- 

gina and  Yoo-Hoo.  it  could 
afford  to  spend  FFrl4bn. 

He  believed  Coke  would 

succeed  in  its  appeal  against 

the  government's  veto  on the  Orangina  acquisition 
when  it  is  heard  by  tbe  State 

Council  on  April  & 
However,  he  expected  the  . 

sale  would  bring  in  less  than 
the  FFr5bn  offered  by  Coke 

last  year,  since  Pernod  1 

would  keep  Orangina’s  on-  i 
trade  business  to  protect  the  i 

position  of  Pepsi-Cola,  which  ■ it  also  distributes  to  bars, 

restaurants  and  fast-food 

outlets. 

NEWS  DIGEST 

TELECOMMUNICATIONS 

Swisscom  withdraws 

from  overseas  ventures 
Swisscom,  the  recently  privatised  Swiss  telecoms 

company,  has  abandoned  two  of  its  most  ambitious  ov
er- 

seas ventures  by  withdrawing  from  investments  in  mobile 

telephone  operators  in  India  and  Malaysia.  It  is  writing  off 
the  investments  at  a   cost  of  SFr51 9m  ($355m)  in  its  1 998 

accounts.  Swisscom  has  also  lost  SFr212m  on  other  affili
- 

ated Investments,  primarily  a   holding  in  Unisource,  an 

international  telecoms  operator.  It  is  discussing  the  “repo- 

sitioning" of  Unisource  with  its  partners,  Telia  Sweden  and KPN  Telecom  of  the  Netherlands. 

Last  year  Swisscom  earned  SFr1.55bn  compared  wrth  a
 

loss  of  SFr415m  in  1997,  when  results  were  depressed  by 

heavy  restructuring  costs  ahead  of  privatisation.  However, 

the  1993  results  are  well  below  the  1996  net  income  of 

SFr1.B3bn  and  the  main  reason  is  the  group's  ill-fated international  strategy,  which  was  begun  under  the  previous management 

Swisscom  has  refocused  its  international  operations  to 

concentrate  on  expanding  into  countries  bordering  on 
Switzerland.  Total  revenues  grew  6.3  per  cent  in  1998  to 

SFrl  0.46bn  and  earnings  before  interest  and  tax  rose  39.8 

per  cent,  to  SFr2-85m.  The  group  will  report  Its  full  1998 

results  on  April  14.  William  Hall,  Zurich 

ETHYLENE 

Chinese  plant  stops  production 
A   large  ethylene  plant  in  southern  China  has  stopped  pro- duction after  only  three  months  because  of  sluggish 

demand,  cash-flow  and  debt  problems,  an  official  newspa- 

per has  said.  The  £96 Om  Guangzhou  Ethylene  Plant,  which 

was  built  by  Guangzhou  city  authorities  and  the  China National  Petrochemical  Corp,  was  90  per  cent  financed  by 

debt,  the  China  Petrochemical  News  said.  It  has  now  been 

put  under  the  trusteeship  of  the  Guangzhou  Petrochemical Co.  while  its  future  is  deliberated.  James  Kynge,  Beijing 

CHEMICALS 

German  group  sees  upturn 
Henkei,  the  German  specialty  chemicals  group,  has  said  it 
expects  sales  and  earnings  to  rise  in  1999,  despite  modest 
business  activity  so  far  in  the  year.  But  it  said  the  difficult 
global  conditions  might  force  it  to  postpone  its  goals  for 
2000,  for  which  it  sees  4.5  per  cent  net  return  on  sales. 

Henkel  said  it  expected  sales  to  rise  to  DM22bn 
(€11.2bn,  £12.3bn)  this  year,  after  growing  6   per  cent  to 
DM21 .3bn  in  1998  from  DM20.1  bn  in  1997.  Henkel  said 

the  sales  increase  was  due  to  internal  growth  and  first- 
time consolidations,  while  currency  effects  were  slightly 

negative.  In  1998,  operating  profit  rose  13  per  cent  to 
DM1.55bn  from  DM1.37bn  in  1997. 
Henkel  had  already  announced  core  preliminary  earnings 

data  in  February.  Hans-Dietrich  Wmkhaus,  Henkel  chair- 
man, said  on  Friday  that  the  company  did  not  plan  to  cre- 

ate any  more  separate  business  units.  Early  in  February, 
Henkel  announced  that  it  would  combine  its  specialty 
chemical  products  in  a   separate  legal  unit  named  Cognis. 
Cognis,  which  still  needs  shareholder  approval,  will  have 
roughly  DM5bn  in  sales  and  10,000  employees  worldwide. 
Uta  Hamisdhfeger,  Frankfurt 
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VA  Technologie  AG  is  a   technology-based  engineering 

group  based  in  Austria.  The  Group  is  active  worldwide 

as  a   systems  supplier  in  Metallurgical  Engineering, 

Energy  and  Environmental  Engineering  and  Plant  Engi- 

neering and  Services. 

Business  Development  in  1998 

In  1998  VATECH  showed  growth  in  turnover  and  turn- 

over plus  changes  in  inventory.  The  Group  has  been 

able  to  increase  its  order  intake  despite  the  Asian  crisis. 

Result  was  influenced  by  a   lower  financial  result  and  re- 

structurings in  conventional  thermal  power  generation  and 

in  piping  systems.  These  restructurings  are  completed. 

VA  TECH  Group  Areas 

Metallurgical  Engineering 

Modernisation  and  plant  automation  are  developing  into 

key  success  factors  in  metallurgical  engineering. 

Through  the  technological  leadership  In  these  areas 

VA  TECH  Metallurgical  Engineering  is  well  prepared  for 

the  future.  72  %   of  the  1998  order  intake  were  modern
i- 

sation orders,  28  %   were  orders  for  new  plants.  To  fur- 

ther strengthen  the  automation  sector,  the  US  company 

Digital  Interface  Systems  has  been  acquired  in
  1998. 

The  most  important  orders  booked  in  1998  
were  a 

F1NMET  plant  for  Orinoco  iron  C.  A.  (Venezuela),  a   co
ld 

roiling  mill  for  Bethlehem  Steel  (USA)  or  the  m
oderni- 

sation of  a   steelworks  at  Donawitz  (Austria)  for  VA  Stahl. 

Energy  and  Environmental  Engine
ering 

in  1998  VA  TECH  acquired  the  profitable  p
ower  trans- 

mission and  distribution  group  of  Rolls-Royce  pic,  UK.
 

This  step  represents  the  realisatio
n  of  VA  TECH’s 

growth  strategy  in  the  power  transmissi
on  and  distribu- 

tion sector.  The  acquisition  means  a   nearly  1
00  %   in- 

crease in  business  volume  in  this  sector  and  
the  addi- 

tion of  matching  key  technologies.  VA  TECH 
 now  holds 

the  top  4   global  position  in  high  voltage  power  transmis- 
sion and  distribution. 

In  early  February  1999  a   contract  with  Deutsche  Bab- 
cock concerning  the  transfer  of  the  area  conventional 

thermal  power  generation  in  a   joint  venture  with  Bab- 
cock Borsig  Power  has  been  signed.  VA  TECH  holds  a 

10  %   share  of  this  joint  venture.  At  the  same  time  an 

agreement  has  been  concluded  concerning  the  take- 
over of  the  water  systems  activities  of  Deutsche 

Babcock  (business  volume  ATS  2.2bn,  600  people) 

by  VA  TECH.  This  acquisition  places  the  VA  TECH 

water  systems  business  area  among  the  world's  top  4 

suppliers. 

Plant  Engineering  and  Sendees 

As  in  previous  years  the  main  part  of  orders  was  taken 
in  from  Western  Europe  (80  %).This  Group  Area  showed 

strong  growth,  which  was  mainly  due  to  the  excellent 
business  development  in  Electrical  Plant  Engineering.  In 

1998  EZ  Praha  the  leading  Czech  electrotechnical 

plantbuilder  with  a   profitable  business  volume  of 
ATS  1.4bn  and  1,300  employees  has  been  acquired, 

which  means  a   significant  strengthening  of  VA  TECH’s 
market  position. 

Objectives  and  outlook 

In  a   continuing  difficult  global  market  environment 
modernisation,  automation,  services  and  financing  will 

become  the  most  important  success  factors. 

Due  to  the  completed  restructurings  and  strategic 
acquisitions  VA  TECH  expects  a   stable  order  intake  as 
well  as  a   growth  of  over  20  %   in  earnings  per  share 

according  to  IAS  In  1999. 

During  the  following  years  VA  TECH  plans  to  achieve  an 

average  growth  of  5-10  %   (organic  and  through 
acquisitions)  In  business  volume  and  results.  The 
growth  in  business  volume  will  largely  be  determined  by 

the  realisation  of  acquisitions  in  core  business  areas. 

1997  Change  in  % 

Order  intake    

Order  backlog  as  at  31. 12. 

Turnover   

Turnover  plus  changes  m   inventory 

Profit  from  ordinary  activities  .   .. 

Extra  ordinary  expenditure 

Taxes   .     

Earnings  per  share    

Dividend  per  share1)   

Employees  (average  for  year) 

")  Proposal,  to  AGM  ... 

in  million  Euro 

3,273  3,204 

6,243   6,229 

2,914   2,792 

3,536   3,192 
■113   134 

-   92    -   17 

53   -   7   in  Euro   

7.51   6.98 

ZA   2.3 
19,661  17,986 

Kay  VATECH  financial  data  is  available  on  diskette  and  on  the  Internet  mder  ou  homepage.  H   you  are  n [greeted  ,n 
receh/inB  the  diskette,  our  CD-ROM  on  the  Group,  our  Annual  Report  1963.  farther  kifomtetlon  or  an  invitation  to  our 

shareholder  events,  please  contact: 

VA  Technologie  AG 

Communications  and  Investor  Relations  ■   Lurceretrasse  64,  A-4031  Lou,  Austria 

Phone  +   43/70  ■   6036  ■   9222  or  4319  •   Fax  +   43/70  ■   6880  ■   3416 

e-mail:  contact©valech.co.at  •   Internet  homepage:  http://www.vat6ch.co.at 
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COMPANIES  &   FINANCE   

Thai  AMC  buys  debt  at  big  discount  J^™an 
By  Ted  Baidacke  fn  Bangkok 

The  Thai  government
’s 

Asset  Management  Corpora- 

tion (AMC)  was  the  big  win- 
ner in  an  auction  of  $6bn  in 

bad  debt  seized  from  56 

finance  companies  that  went 

bankrupt  in  1997.  It  bought 

approximately  Btl85.4hn 

f$4LS5bn/  worth  of  business 

loans  for  Bt3lbn. 

Overall,  the  government’s 
Financial  Sector  Restructur- 

ing Authority  (THAI  sold 

Bt221.5bn  of  assets  for 

Bt40J32bn.  a   discount  rate  of 

82  per  cent  that  was  far 

higher  than  in  previous  FRA 

auctions  and  greater  than 

analysts  had  expected. 

Among  private  sector  bid- 

ders. Goldman  Sachs,  bid- 

ding on  behalf  of  Gamma 

Capital,  bought  Bt&22bn  of 
loans  for  Bt996m.  Lehman 

Brothers  bought  Bt322bn  of 

loans  for  Bt457m  and  Star- 

wood. a   joint  US-Thai  ven- 

ture specialising  in  dis- 
tressed assets,  bought 

Bt224bn  of  loans  for  BtfiBlm. 

All  three  of  these  bidders 

bad  already  purchased  loans 

from  the  FRA  last  year. 

But  the  near-sweep  of  the 

auction  by  the  AMC.  pre- 
vented from  participating  in 

earlier  FRA  auctions, 

amounts  to  little  more  than 
reshuffling  had  debt  between 

government  agencies. 
The  AMC  will  pay  the  FRA 

for  its  debt  with  promissory 

notes  and  the  FRA  will  dis- 
tribute these  notes  to  credi- 

tors of  the  shuttered  finance 

companies.  As  the  largest 

creditor  by  far  to  these  com- 
panies is  the  Thai  central 

bank,  the  state  will  still 

shoulder  much  of  the  burden 

of  carrying  these  loans  and managing  and  disposing  of 

them. The  AMC  plans  to  manage 

the  loans  over  about  five 

years,  giving  the  govern- 
ment a   chance  to  profit  from 

a   recovery  in  asset  prices, 
while  the  FRA  was  criticised 

for  selling  too  quickly  in  a 

depressed  market But  the  AMC  has  many 

detractors.  It  is .   run  by  Pra- 

pat  Srisatayakul,  a   former 

managing  director  at 
Finance  One.  the  largest  of 

Thailand's  collapsed  finance 

companies.  It  is  much  less 
transparent  than  the  FRA 
and  is  expected  to  have  loose 
rules  over  debtors  who  have 
defaulted  buying  back  their 

own  loans,  a   practice  prohib- 

ited by  the  FRA. 
One  critic  of  the  AMC  said 

he  worried  that  the  low 

prices  paid  would  allow  the 
agency  to  make  easy  gains 
by  gelling  loans  back  to  the 
original  debtors  and  then 

present  itself  as  having  bene- fited the  taxpayer  by 

increasing  recovery  rates. 

INTERNATIONAL  BONDS  LOW  YIELDS  ON  GOVERNMENT  DEBT  AND  OFFSHORE  ACTIVITY  BUOY  MARKET 

New  appetite  for  Australian  issues 
By  Gwen  Robinson  in  Sydney 

Favourable  market 
conditions  for  corporate 
bond  issuers  in  Australia 
and  historically  low  yields 

on  Australian  government 

bonds  bave  fuelled  a   recent 

surge  in  activity  in  Austra- 
lian corporate  bonds. 

More  than  A$3bn 
fUSS1.9bn)  in  pending  issues 

announced  last  week  gath- 
ered pace  on  Thursday,  with 

ANZ  Investment  Bank  pric- 
ing $350m  of  debt  securities. 

Westpac  Banking  launching 
a   $200m  public  Eurobond 

and  a   rating  of  Arnotts' 
S600m  debt  programme. 
Reserve  Bank  of  Australia 

said  last  week  the  outlook 

for  Australian  private  bond 
issues  seemed  favourable, 

with  corporate  finances 

healthy  and  business  expan- 
sion prospects  promising. 

In  Its  March  bulletin,  tbe 

central  bank  said  these  posi- 
tive supply  conditions 

seemed  to  be  matched  by  an 

encouraging  demand-side 
outlook,  as  funds  under 

management  in  Australia 

continue  to  grow  strongly 
and  the  public  sector  debt 
market  is  likely  to  continue 
to  dwindle. 

"Accordingly,  there  may 
be  grounds  for  guarded  opti- 

mism that  private  bond  mar- 
kets will  grow  further,  with 

potential  for  turnover  to  rise 

from  its  current  low  rate," 
tbe  RBA  said. 

It  noted  that  both  asset- 
backed  and  corporate  bond 
markets  had  grown  rapidly 

in  recent  years,  as  mortgage 

managers  and  banks  had 
begun  to  securitise  assets 
and  tbe  corporate  market 

bad  expanded  after  pro- 
longed weakness  in  the  early 

1990s.  This  was  mainly  due 

to  tbe  growing  focus  among 
companies  on  reducing  gear- 

ing ratios  from  the  unsus- 
tainable levels  of  tbe  late 

1980s,  the  RBA  said. 

Asset-backed  bonds 
amounted  to  about  A$19bn 

at  the  end  of  last  June,  hav- 

ing doubled  in  the  past  two 
years,  while  corporate  debt 
bad  doubled  to  about  A$20bn 
since  1995.  It  said. 

In  domestic  debt  activities, 

off-shore  companies  have 

played  a   big  role.  On 

Wednesday.  Nordic  Invest- 
ment Bank  launched  a 

domestic  medium-term  note 

programme  worth  AS2bn. 
Merrill  Lynch  International 

(Australia)  arranged  the  pro- 
gramme and  will  be  lead 

manager,  with  ABN  Amro. 

Warburg  Dillon  Read  and 
Westpac  Banking  as  dealers. 
NfB  said  it  would  soon 

announce  an  inaugural  MTN 

tranche  under  the  “kangaroo 
bond"  (the  sector  for  foreign 
issuers  in  the  Australian 

domestic  market)  documen- 
tation. Given  the  decline  in 

supply  of  Australian  govern- 
ment paper,  it  said  it 

intended  to  establish  recog- 
nition by  issuing  liquid  MTN 

tranches  in  different  maturi- 

ties. market  conditions  per- mitting. 

NIB  said  it  would  also  take  , 

necessary  steps  to'  include 

10-year  benchmark  bonds Per  cert 

3.5  i   

Sep 

Sane:  Dmeevan/fU 

99  Mar 

applicable  MTN  tranches  in 
various  bond  indices.  It  sent 
a   team  to  Australia  in 
November  to  meet  more 

than  40  institutional  inves- 
tors to  discuss  conditions  for 

its  issue.  The  bank,  whose 

long-term  debt  is  rated  AAA 1 

Aaa  by  Standard  &   Poor's 
and  Moody’s,  is  a   multilat- eral institution  owned  by  tbe 

five  Nordic  countries. 
ANZ  investment  Bank  said 

corporate  spreads  were  tight 
compared  witb  swaps,  and 

"therefore  there  are  issuers 

around".  Jeremy  Colless. 
head  of  securities  trading  at 

the  bank,  also  attributed  the 

surge  in  corporate  activity  to 
economic  conditions. 

“If  people  -are  reasonably  . 
comfortable  that  interest 

rates  are  going  to  stay  low 

or  even  tail  further,  and  his- 
torically these  are  very  low 

levels  on  governments  and 

semi-governments,  therefore 

people  are  keen  to  try  to 

pick  up  a   bit  of  extra  in  yield 
and  they’re  looking  to 
extend  into  the  corporate 

market"  Mr  Colless  said  the 

surge  was  a   sign  of  a   “more 

mature  market". 
There  are  more  sophisti- 

cated investors  and  there’s  a 
greater  understanding  of 
credit  risk  and  therefore 

there  are  people  more  will- 

ing to  move  out  of  the  tradi- 

tional government  and  semi- 
government  markets  into 
the  lower-rated  corporate 

bond  market"  .■ 
In  some  of  the  biggest 
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recent  deals.  Australia  Post 

delivered  its  long  awaited 

fund-raising  on  the  Austra- 
lian domestic  bond  market 

last  Wednesday,  partly 

reflecting  the  strong  demand 

for  issues  by  the  Common- 
wealth Bank  of  Australia 

and  Sydney  Airports. 
Tbe  AAA  rated  Australia 

Post  offered  AS530m  in  two 

tranches,  partly  reflecting 

strong  institutional  interest 
in  its  round  of  roadshows 
last  week. 

Although  Australia  Post 
is  owned  by  the  government, 
its  bonds  do  not  carry 

an  explicit  government 

guarantee. At  the  same  time.  Rabo- 
bank of  tbe  Netherlands 

formed  a   dealer  panel  for  its 

AS5bn  domestic  MTN  pro- 
gramme and  said  it  expected 

to  launch  before  July. 

Several  other  AAA  rated 

foreign  borrowers  have  also 
said  they  are  looking  to  raise 

money  in  Australia,  seeking 

a   diversity  of  funding  follow- 

ing the  merging  of  11  curren- 
cies into  the  euro  this  year.  1 CBA’s  own  transaction  of 

2005  maturing  transferable 
certificates  of  deposits  was 
priced  on  Wednesday  at  the 
tight  end  of  an  expected  38 

to  40  basis  point  yield  spread 

range  over  government 
bonds.  The  issue  was 
increased  to  A$500m  from 
AWOOm  due  to  strong 

demand. 
Meanwhile,  the  debut  last 

week  of  Sydney  Airports' .$004  A$400m  transaction  was 
three  times  oversubscribed. 
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chairman 
resigns 

Funds  prepare 

bid  for  NIB 
By  Gordon  Cramb 

hi  Amsterdam 
By  Uta  Hanrfsdrfeger 
In  Frankfurt 

Klaus  Goette.  the 

supervisory  board  chairman 

of  HypoVereinsbank,  Ger- many’s second-largest  com- 
mercial bank,  resigned  at 

the  weekend  to  take  respon- 

sibility for  the  bank's  contro- 
versial Involvement  in  real- estate  business. 

In  October,  shortly  after 

the  merger  between  Hypo- 
Bank  and  Vereinsbank, 

Hypo V e   reinsbank  set  aside  a 
DM3.5bn  (€1.79bn.  S1.96bn) 

provision  to  cover  overval- ued real-estate  investments, 

mostly  in  former  East 

Germany'. 
Tbe  provision  led  prosecu- tors to  investigate  former 

managers  at  Hypo-Bank, who  were  believed  to  have 
extended  property  loans 

without  arranging  the  neces- 

sary valuations. 
Mr  Goette  said  he  had 

done  everything  in  his 

power  to  help  bring  the  bank 

back  into  an  “urgently 

required  state  of  normality". 
He  added  that  “the well-known  incidents  in 
October  1998  bave  severely 

burdened  the  merger". A   HypoVereinsbank 

spokesman  said  Mr  Goette’s resignation  would  pressure 
other  former  Bayerische 

Hypotheken-  und  Wechsel- bank  managers,  particularly 

Eberhard  Martini,  a   member 

of  HypoVereins bank’s  super- visory board  and  formerly 

the  chairman  of  Hypo-Bank, 

to  take  similar  steps.  “Mr Martini  was  in  charge  of  the 

operative  business"  when the  real-estate  incidents 

occurred,  the  spokesman  I 

said.  
1 

The  real-estate  incident 

has  taken  the  gloss  off  a 

merger  that  was  supposed  to 

showcase  German  banks' 
ability  to  become  more  cost- 
efficient  and  profitable. 

Since  then,  prosecutors 
have  repeatedly  searched  the 
bank’s  offices. 

Last  week  they  searched 
the  offices  and  private 

homes  of  four  former  Hypo- 

Bank  board  members  no  lon- 
ger serving  on  HypoVereins- bank's  board. 

The  two  largest  Dutch 

pension  funds  will  this  week 

prepare  their  offer  for  con- 

trol of  the  country’s National  Investment  Bank 

(NIB),  amid  suspicions  that 

they  are  under  pressure  to increase  the  price  from  the 

FI  3.6bn  (€1.63bn,  Sl.TSbn) 
indicated  in  December. 
The  tradable  A   shares  in 

NIB  ended  last  week  at  €31. 

having  changed  hands  all 
month  above  the  FI  66 

(€29.95)  that  ABP  and  PGGM said  on  Christmas  Eve  they 
were  prepared  to  pay. 
Their  bid  was  backed  by 

NIB  management  and  by  the 
state,  which  has  35  per  cent 
of  the  A   shares.  But  ING,  tbe 

banking  and  insurance 

group  which  with  20  per  cent 
is  the  second  largest  share- holder, has  refused  to  make 

Its  position  clear. It  is  not  believed  that  ING, 

the  largest  financial  group  in 
the  Benelux  region,  is  itself 

planning  a   bid.  ING  is  seek- 

ing instead  to  expand  in 

other  markets  of  the  euro- zone and  in  tbe  US. 
Heinie  Hakker.  analyst  at 

Metzler  Nederland,  said:  “It 

may  imply  that  ING  wants 

to  see  more  money." 
PGGM  confirmed  at  the 

weekend  that  it  and  ABP 

had  been  in  discussions  with 
NIB  shareholders  including 

ING. 
“There  are  talks,  but  we 

National  Investment  Bank 
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SamDsaamaaKif are  not  at  this  stage  willing 

to  discuss  the  contents,"  said 
Alfred  Kool,  head  of  pubHc 

affairs. Mr  Kool  said  tbe  share 

price  movement  did  not 
mean  the  bidders  would 
need  to  increase  the  price, 

pointing  out  that  only  some. 

6   per  cent  of  the  A   shares 
were  freely  traded.  The  rest 
are  in  the  hands  of  local 
financial  groups,  including 

Fortis  and  ASR. NIB  this  month  reported  a 

19  per  cent  rise  in  1998  net 
profits  to  FI  264m  and  said 

that  growth  should  be  sus- tained this  year. 
Formerly  the  state  vehicle 

for  financing  industry,  NIB 

is  active  in  corporate  lend- 
ing. venture  capital  and 

home  mortgages.  ABP  and 
PGGM  are  due  to  launch  the 
formal  offer  by  tbe  end  erf 

the  month. 
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ITIT  in  $41  m   offering 
By  Avi  MachJrs  bi  Jerusalem 

IT  International  Theatres. 

Israel's  leading  cinema  oper- 
ator, raised  $41m  on  Easdaq. 

the  pan-European  stock  mar- ket for  growth  companies,  at 
the  weekend  in  an  offering 

that  was  four  times  oversub- 
scribed. 

The  IPO.  co-ordinated  by 

Nomura,  was  tbe  first  offer- 
ing by  an  Israeli  company  on 

Easdaq.  Easdaq  has  been 

trying  to  persuade  capital- seeking Israeli  companies  to 

list  on  tbe  Brussels-based 
exchange  instead  of  joining 

100  Israeli  companies  listed 

in  New  York,  mostly  on Nasdaq. 

ITIT  issued  2.5m  shares  at 

$14.25.  Including  a   green- 
shoe  over-allotment  option 
of  another  375.000  shares,  the 
offering  represented  28  per 
cent  or  the  company,  and 

valued  ITIT  at  approxi- 

mately $!41m.  On  tbe  first 
day  of  trading  last  Friday, 
the  shares  rose  to  $14.60. 

ITIT.  which  had  net 
income  of  Shk22m  ($5.5m)  on 

revenues  of  Shk2t6m  last 

year,  issued  the  shares  to 

finance  its  expansion  ihto: Poland  and  the  Czedh. 

Republic. 
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South  African  companies 
head  for  the  open  door 
Groups  are  seeking  overseas  listings  to  raise  their  profile  and gain  access  to  hard  cash,  writes  Michelle  Joubert 

w   hen  the  international 

COMPANIES  &   FINANCE 

Eurobank  I EMERGING  markets  investor  confidence  is  returning  but  fragility  remains 
offering 

breaks 
record 

community  opened  its 
doors  to  a   reformed 

South  Africa  in  1994,  few 
expected  its  biggest  listed 
companies  would  use  it  as 
an  opportunity  to  leave. 
The  most  recent  emigrant 

was  South  African  Brew- 
eries. which  shifted  its  pri- 
mary listing  to  London  last 

month.  Others  hope  to  fol- 
low, including  Anglo  Ameri- 
can, the  mining  business, 

Old  Mutual,  the  insurance 
group,  and  a   variety  of 
smaller  businesses. 

Some  commentators  sug- 
gest the  newcomers  are  flee- 
ing economic  uncertainty. 

The  groups  themselves  say 
they  want  to  raise  their  pro- 

files internationally  to 
improve  access  to  the  hard 
currency  needed  for  global 
expansion. 

First  to  move  its  primary 

listing  to  London  -   In  July 
1997  -   was  Billiton,  the 
world's  second  largest  com- 

modities group.  The  group 

Owns  aluminium,  titanium 
minerals,  steel  and  coal 
operations  in  South  Africa 
and  international  minerals 

groups  acquired  from  Royal 
Dutch/Shell  in  1994.  It  also 
mines  nickel  in  South  Amer- 

ica and  aluminium  in 
Australia. 

Directors  said  the  listing 

and  placing  -   which  raised 
about  £825m  <$1.3m)  -   gave 
Billiton  the  resources  and 
flexibility  to  grow.  It  also 
pat  Billiton,  still  listed  in 
South  Africa,  into  the  FTSE 
100. 

Another  more  recent  FTSE 

100  entrant  was  South  Afri- 
can Breweries,  which  was 

admitted  to  the  index 
shortly  after  its  listing. 

It  is  the  world’s  fourth 
largest  brewer  and  the  larg- 

est industrial  company  on 

.-31  teteoftwocffies 

the  Johannesburg  Stock 
Exchange,  with  98  per  cent 
of  South  Africa's  clear  beer market 

In  the  decades  when  inter- 
national sanctions  prevented 

groups  from  expanding 
abroad,  SAB  developed  a 
broad  local  consumer  indus- 

try arm. 
Recently  SAB  sold  much 

or  this  and  built  up  its  global 
brewing  division,  now  based 
in  Eastern  Europe.  China 
and  Africa. 

Anglo  American,  which  is 
due  to  list  in  May,  is  capital- 

ised at  about  R57.7bn 
(S9.3bn). 

It  is  best  known  for  its 
substantial  gold  and  dia- 

mond interests,  but  invest- 
ments include  a   wide  range 

of  metals  and  minerals  min- 

ing operations. 
Old  Mutual  is  a   153-year- 

old  financial  services  group 
with  3m  policy-holders,  and 
has  interests  in  asset  man- 

agement and  banking.  The 
group,  which  will  move  its 
head  office  to  London  after  it 
demutualises  and  gains  a 
London  listing,  is  expected 
to  capitalise  at  more  than 
£3.5bn. 

Last  year.  Old  Mutual 
acquired  the  UK.  regional 
stockbroker  Albert  E.  Sharp 
and  Capel  Cure  Myers,  the 

UK  private  client  stockbro- 
ker. Old  Mutual  has  said  it 

will  probably  raise  cash  to 

pay  for  acquisitions. 
Anglo  American  and  Old 

Mutual  are  in  the  happy 

position  of  having  won  min- 
istry of  finance  approval  to 

move. 
The  businesses  hoping  to 

shift  their  primary  listings 
to  London  or  New  York, 

despite  opposition  from  Tre- 
vor Manned,  the  finance  min- 

ister, include  two  informa- 
tion technology  groups: 

and  Dimension Datatec 

Data. 
Another,  Com  pa  rex.  plans 

a   secondary  listing. 

Datatec  is  a   networking 
technology  and  services 
company  focusing  on  the 
internet.  It  listed  on  the 
Johannesburg  Stock 
Exchange  in  199-1,  and  has 
achieved  compound  earnings 
growth  of  more  than  150  per cent 

In  1998  about  80  per  cent  of 

sales  were  generated  over- 
seas. Trading  on  a   historic 

p/e  of  60.8,  Datatec's  market 
capitalisation  is  R9.8bn. 

Dimension  Data  <   Didata  1   is 
a   broad-based  IT  communi- 

cations company,  which  was 
set  up  in  1983.  The  group  has 
expanded  rapidly  into  Asia, 
Australia  and  the  UK. 
Malcolm  Rutherford, 

finance  director,  says  the 

next  big  push  will  be  into 
Europe. 

"In  the  year  to  September 
30.  offshore  operations  gen- 

erated 25  per  cent  of  earn- 
ingsr  says  Mr  Rutherford. 
“We  expect  this  to  grow  con- 

siderably. through  eliminat- 
ing minorities  in  overseas 

subsidiaries  and  expanding 

foreign  operations."  Trading on  a   historic  p/e  of  51,  Didata 
is  capitalised  at  R20bn. 

Com
 

if 

omparex  was  formed  in 
1997  through  a   merger 

two  IT  companies, 
which  created  one  of  South 

Africa's  largest  suppliers  of 

software,  hardware  and  ser- vices. 

Roux  Mamitz.  chairman, 
says  that  more  than  80  per 

cent  of  the  group’s  earnings 
come  from  abroad.  Mr  Mar- 
nitz  forecasts  1999  earnings 
at  least  50  per  cent  ahead  of 
1998.  Trading  on  a   historic  p / 

e   of  35,  Compares  is  capital- 
ised at  Rl8J3bn. 

Indices  rebasad 
Conation  cwrency  toms 

’aw   :   :   Baton  -   - Share  price  rafefive  to  FTSE . ' 
All-Stare  Wex  tinea  flotation '■ 120          

Sooth  African  Breweries 

Rtiatiw  to  FTSE  AH-Share  Index 
since  fkdatioD  in  tendon 

  1.130 

FTSE  All-Share 

1833.94  85  9B\  97  9899  . 

125 

120 

115 

110 

105 
100 

Other  groups  still  seek 

primary  listing  abroad 
By  Mtehetie  Joubert  ki  London 

ipite  an  announcement  by 
Ivor  Manuel,  the  South 

lean  finance  minister, 

t   Old  Mutual  would  be 
last  local  group  to  shift 

primary  listing  abroad, 

eral  others  are  deter- 
ted  to  follow. 

Only  dual  listings  in 
ich  the  firm  retains  its 

nary  listing  in  SA  will  be 

side  red,"  said  Mr  Manuel 

January.  “Firms  will  not 
allowed  to  delist  from 

Johannesburg  Stock 

ihange  to  list  offshore." ut  some  local  companies, 

illiar  with  government 

cy  shifts,  interpret  this 

a   warning  that  permis- 

1   will  be  difficult  to 

ain.  not  that  it  will  be 

tossible  to  persuade  Mr 
mel's  department, 

t   least  two  of  these,  the 

working  group  Dimen-
 

sion Data  and  networking 

technology  company  Data- 
tec, are  currently  in  negotia- 

tions with  the  finance 

department. “Didata  has  dominant 

market  positions  in  South 

Africa,  Australia  and  Asia," 
says  Malcolm  Rutherford, 

finance  director.  “The  next 
step  is  to  expand  in  the  UK 
anti  Europe.  A   primary  list- 

ing in  London  is  a   logical 

consequence." 
Mr  Rutherford  says  Didata 

needs  a   London  listing  to 

raise  capital  for  expansion 
and  to  attract  IT  experts 

through  a   “globally  accept- 
able" share  participation 

scheme.  “SA  needs  to  profile 
itself  as  not  just  an  emerging 

market  country,"  says  Mr 

Rutherford.  “We  think  our 

listing  will  make  a   differ- 

ence." 

Mr  Manuel  has  said  that 

his  department  will  investi- 

gate each  application,  to 
decide  whether  groups  need 

to  shift  their  listing.  Pri- 
vately, local  analysts  ques- 

tion the  strategic  sense  of 

this  approach. 
But  Jens  Montanana, 

Datatec  executive  chairman, 

says  discussions  with  the 
reserve  bank  are  proceeding 

smoothly.  “They  are  listen- 

ing to  us;  we  aren't  being fobbed  oft."  He  concedes, 
however,  that  a   decision  is 
unlikely  until  after  local 
elections  in  June. 
“There  is  a   better-than- 

even  chance  that  we  will  list 

in  London  late  this  year,"  he 
says.  Datatec  moved  its  head 
office  to  London  three  years 

ago. “With  85  per  cent  of  turn- 
over generated  outside 

South  Africa,  we  are  an 
international  group.  Despite 

the  jurisdiction  Issue,  our 

plans  have  to  continue.” 
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n/s Helicopter  view 

By  Kerin  Hope  in  Athens 

A   record  number  of  Greek 
investors  subscribed  to  last 

week's  DrlOObn  ($340m)  pub- 

lic offering  by  EFG  Euro- 
bank. the  Greek  bank  con- 

trolled by  tbe  London-based Latsis  oil  and  shipping 

group.  Bank  officials  said 
subscriptions  exceeded 
DM.OOObn. 
Mare  than  500.000  domes- tic investors  will  receive  10 

shares  each,  and  the  rest  of 
the  retail  tranche  will  be 
allocated  by  lot 

The  public  offering 
amounted  to  lLlm  shares, 

with  70  per  cent  allocated  for 
retail  investors  and  the 
remainder  for  Greek  and 
international  institutions. 

Tbe  huge  oversubscription 
reflected  strong  investor 

appetite  for  bank  shares  as 
consolidation  of  the  sector 

picks  up  speed.  Banks  have 
led  a   35  per  cent  price  rise 

this  year  on  the  Athens 
Stock  Exchange. 

The  offering  followed  a 
merger  with  Bank  or  Athens, 
a   Eurobank  subsidiary 

which  is  already  listed  on 
the  bourse.  It  amounted  to 

10.6  per  cent  of  the  bank's equity  after  tbe  merger. 
Eurobank  is  the  front-run- 

ner to  buy  a   majority  stake 
in  state-owned  Ionian  Bank. 
Bids  for  51  per  cent  of  the 
bank  are  due  on  March  26. 

On  Friday,  the  bank's shareholders  approved  -a 
one-for-five  rights  issue  to 

raise  Drliobn  in  fresh  capi- 
tal. Most  of  the  proceeds 

would  be  used  to  pay  off  a 

loan  from  Consolidated 
Eurofiziance  Holdings,  the 
bank's  Swiss-based  parent. 

Brazil  still  not  out  of  woods 
By  John  Barham  in  Sao  Paula 

Brazil's  stock  markets  have 
bounced  back  from  tbe 

chaos  following  January's  40 
per  cent  devaluation  of  the 
Real. So  far  this  month,  the  Sao 

Paulo  market's  Bovespa 
index  of  56  blue  chips  has 

increased  by  nearly  one-fifth 
in  local  currency  terms. 
The  index  has  increased 

by  even  more  in  dollar 
terms,  rising  by  more  than 

30  per  cent,  as  the  Real  has 
gradually  begun  recovering. 
A   fresh  agreement  with 

the  International  Monetary 

Fund  and  an  astute  new  cen- 
tral bank  president  have 

reversed  deeply  pessimistic 
views  of  Brazil. 

Investors  now  believe 
inflation  will  be  lower  than 
once  feared  and  say  the  risk 

of  a   government  debt  default 

has  receded  significantly. Approval  on  Thursday  of  a 

key  tax  measure  by  Con- 
gress has  further  bolstered 

confidence  that  Brazil  will 
be  able  to  continue  drawing 
down  tranches  of  a   J41.5bn 
international  rescue  package 

put  together  by  the  IMF. 

Jay  Pelosky,  global  emerg- 
ing market  strategist  at  Mor- 
gan Stanley  Dean  Witter,  the 

New  York  investment  hank, 
said:  “Some  of  the  big  issues 
that  concerned  people  have 

been  alleviated.” 
Interest  rates  are  still  very 

high,  with  the  benchmark 
rate  at  45  per  cent,  but  Mr 

Pelosky  expects  rates  will 
soon  fall.  “Once  rates  come 
down  there  is  very  signifi- 

cant potential  for  equity 

markets,"  he  said. 
Bulls  such  as  Mr  Pelosky 

argue  that  companies  will 
benefit  as  real  interest  rates 

tumble  to  about  14-15  per 
cent,  half  in  real  terms  of 

BrazB 

Bovespa  Wax  iretesaa 

the  rates  in  effect  a   year  ago 

when  the  central  bank  was 

trying  to  sbore  up  the  value of  the  ReaL 

Rodrigo  Fiaes,  head  of 

equity  research  at  Rio  de Janeiro's  Banco  Icatu,  has 

noted  a   significant  change  in 
investor  attitudes  to  Brazil. 

He  said:  “Like  many  bro- 
kers, we  are  having  an  enor- mous number  of  foreign 

investors  visiting  us.  at  least 

10  this  month.  But  I   still 
think  many  of  the  investors 

coming  [to  Brazil]  are  those with  a   high  appetite  for 

risk." 

Brazilian  stocks  may  have 

risen  substantially,  but  the 
index  still  looks  cheap.  The 

Bovespa  is  trading  on  a   pro- 
spective 1999  price/eamings 

ratio  of  7.5. 

The  outlook  for  earnings  is 
grim,  with  the  economy 

already  sunk  in  a   deep  reces- 
sion, but  investors  are  not 

focusing  on  profits. Instead,  Mr  Pelosky  says 

Brazil  “offers  a   great  degree 
of  value.  Risks  are  receding. 
The  market  is  repricing 

itself.” 

Many  markets  around  the world  have  also  rebounded 

on  growing  confidence  in  the 

country,  as  investors  buy 
stocks  in  multinationals 

with  significant  business  in Brazil. 

Last  Monday  shares  in 
Bekaert.  the  Belgian  steel cord  and  wire  producer, 

jumped  by  nearly  four  per 
cent  on  tbe  Brussels  bourse 
because  of  the  improving 
outlook  for  Brazil. 
Brazilian  brokers  have 

now  begun  issuing  “sell” 
recommendations  on  some 
companies. Brahma.  Brazil's  biggest 

brewery,  is  beginning  to  look 
expensive,  particularly  as 
profits  may  suffer  this  year. 
Telesp  Celular,  the  mobile phone  operator  serving  Saq 
Paulo,  is  approaching  fair value. 

Brazil  is  not  out  of  the 

woods  yet  The  government's 
deficit-ridden  accounts,  the 

mainspring  of  the  country's economic  crisis,  are  still 

fragile. Investors  will  bolt  in  reac- 
tion to  any  perceived  slip- 

page in  meeting  IMF  perfor- mance targets. 
Concern  is  also  growing 

that  the  government  may 
not  be  able  to  keep  to  its 

privatisation  time-table. 

depriving  the  Treasury  of 
privatisation  receipts  and 

undermining  international confidence  in  the  economy. 
The  sale  of  a   government 

stake  In  Petrobras,  the national  oil  company,  and 

privatisation  of  the  generat- 
ing assets  of  Eletrobras,  the electricity  holding  company, 

are  particularly  at  risk. 
Both  of  these  large,  com- 

plex companies  are  listed  on 
the  Sao  Paulo  market  and 
account  for  a   big  chunk  of 

daily  turnover. 
Sao  Paulo  is  as  vulnerable 

to  market  manipulation  and 
insider  trading  as  ever.  This 
was  made  clear  by  the  more 
than  2,000  per  cent  increase 

in  tbe  share  price  of  Light- 

par,  a   shell  company  owned 

by  Eletrobras. Lightpar  has  remained  in the  index,  even  though  last 

year's  privatisation  of  Ele- 
trobras distribution  compa- 

nies stripped  it  of  most  of  its 
assets. 

The  authorities  suspended 

trading  in  Lightpar  while 
possible  insider  trading  was 
investigated. 

Eletrobras  told  the  market 

it  planned  to  Invest  USS472m 
in  Lightpar  in  the  next  three 
years  to  turn  it  into  a   data transmission  company  with 

forecast  annual  revenues  of 

$300m. 
Regulators  also  suspect 

that  some  form  of  market 

manipulation  or  use  of 
insider  knowledge  is  behind 

a   rise  of  162  per  cent  in  a   few 
days  in  the  share  price  of 

Mesbla.  a   troubled  retail 
chain,  which  is  now  believed 
to  be  on  the  verge  of  sale  to an  international  company. 

Brazil  may  be  making  a 
painful  recovery,  but  playing 

the  Sao  Paulo  stock  market 
will  always  require  nerves  of steel. 
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Liffe  to  issue 

findings  on 
trade  scandal 
By  Arkadi  Ostrovsky  and 

Bertrand  Benoit 

The  London  International 

Financial  Futures  and 

Options  Exchange  is  set  to 

expose  one  of  the  largest 

trading  scandals  in  its  his- 

tory when  It  announces  in 

the  next  few  weeks  the 

results  or  its  three-year 

investigation  into  a   form  of 
market  rigging  by  five 
London-based  traders. 

Uffe's  disciplinary  panel  is 
understood  to  have  found 
five  former  employees  of 
Rerco  Overseas,  the  London 
arm  of  the  troubled  US 

futures  broker,  guilty  of  vio- 

lating Liffe's  trading  rules 
that  ban  "front  running". 
The  investigation  is  another 
serious  blow  for  Refco. 
which  has  previously  fallen 
foul  of  US  regulators. 
The  team  of  five  traders 

was  headed  by  Paul  Hunt 
and  included  Malcolm  Duke. 

Nick  English.  Mark  Wilkin- 
son and  Greg  Bryce.  All  face 

fines  from  Liffe  if  formally 
found  guilty.  Mr  Duke  and 
Mr  English  could  also  be 
banned  for  life  from  trading 

on  Liffe.  in  addition  to  pay- 
ing fines  of  up  to  £100,000 

($163,000)  each.  Mr  Hunt  Mr 
English  and  Mr  Wilkinson 
resigned  from  Refco  earlier 
this  month.  Rerco  could  not 
be  reached  for  comment. 

A   spokesman  for  Liffe  said 

By  Vincent  Boland 

Users  of  the  London  and 
Frankfurt  stock  markets  will 
be  able  to  clear  trades  in 
each  others  stocks  later  this 
year,  under  plans  to  develop 
a   common  clearing  and  set- 

tlement system  for  their  pro- 
posed pan-European  stock 

market 
The  move  means  UK 

investors  can  clear  their 
trades  in  German  stocks 

through  Crest,  the  settle- 
ment system  used  by  the 

London  stock  exchange,  and 
German  investors  will  be 

able  to  clear  trading  in  UK 
stocks  through  Deutsche 

BGrse  Clearing,  Crest's  coun- 
terpart in  Frankfurt. 

The  joint  settlement  link 
is  a   key  part  of  developing  a 
common  clearing  and  settle- 

ment system  for  the  pan- 
European  market,  which 
aims  to  trade  the  shares  of 

Europe’s  top  300  companies. 
The  Loudon  stock  exchange 
said  the  agreement  between 
Crest  and  Deutsche  Borse 

Clearing  “shows  the  alliance 
is  moving  ahead". 

CrestCo  said  “a  number  of 

the  procedure  could  be 
delayed  for  up  to  12  months, 
if  the  traders  decided  to 

appeal.  “There  has  never been  a   case  like  this  before, 

but  if  anything  it  confirms 

London's  reputation  as  one 
of  the  best  regulated  finan- 

cial markets."  be  said. 
Under  front-running,  a 

trader  takes  an  order  from  a 

client  that  is  large  enough  to 
move  the  market,  while  also 
dealing  in  the  same  market 

on  the  trader's  awn  account 

before  processing  the  client's 
order. 

The  irregularities  were  dis- 
covered partly  after  exami- 

nation of  telephone  calls, 
which  had  been  recorded. 

The  Securities  and  Futures 
Authority,  the  UK  financial 
regulator  that  issues  licences 
to  brokers  such  as  Refco. 
declined  to  comment  on  the 
inquiry.  The  SFA  has  the 
power  to  de-register  and  fine 
individual  dealers  and  their 

companies  in  addition  to  dis- 
ciplinary action  taken  by  the 

exchanges. 
Liffe  incurred  a   heavy  loss 

last  year  -   its  first  loss  since 
1985  -   as  trade  volumes 

migrated  to  Eurex.  its  Frank- 
furt rival. 

It  also  lost  one  of  its  most 
lucrative  contracts,  the 

future  on  tbe  10-year  Ger- 
man government  bond,  tbe 

benchmark  Tor  tbe  euro- 
zone. 

models"  for  the  proposed 
clearing  and  settlement  sys- 

tem were  being  studied  with 
Deutsche  Borse  Clearing, 

with  a   view  to  bringing  for- 
ward a   definitive  settlement 

system  for  the  new  market 
as  soon  as  possible. 

This  is  likely  to  be  in  the 
third  quarter  of  this  year, 
when  the  London  and  Frank- 

furt exchanges  are  due  to 
unveil  more  details  of  how 

the  proposed  pan-European 
market  will  work.  These 
include  harmonisation  of 
rules  governing  listing  and 
trading  of  shares. 

Crest  and  the  Swiss  stock 

exchange  announced  a   simi- 
lar link-up  late  last  year 

which  Is  to  come  into  effect 

in  July.  Such  cross-border 
clearing  and  settlement 
agreements  are  part  of  a 
wider  plan  by  the  European 

Central  Depositories  Associ- 
ation to  streamline  pan- 

European  settlement  and  cut 
costs  for  investors. 

Paul  Symons,  Crest's spokesman,  said  tbe  link 
with  Deutsche  Borse  Clear- 

ing was  built  on  the  Crest,' Swiss  modeL 

Trading 

revenues 

boost 

Lehman 
By  Richard  Waters  in  New  York 

The  return  of  stability  to  the 
financial  markets  produced  a 

bounce  in  the  latest  quar- 
terly earnings  at  Lehman 

Brothers,  though  its  profit 

recovery  still  lagged  behind 

strong  earnings  turned  in 
last  week  by  Goldman  Sachs. 
Thanks  mainly  to  a   jump 

in  trading  revenues,  the  US 
investment  bank  recorded  a 
return  on  equity  of  1722  per 
cent  in  the  three  months  to 
the  end  of  February  -   up 
from  the  meagre  5.6  per  cent 
of  the  previous  three 

months,  when  financial  mar- 
kets around  the  world  were 

In  the  grip  of  a   crisis. 
Although  in  line  with  Us 

target  of  an  average  17  per 
cent  return  in  both  good  and 
bad  times,  the  results  were 
well  below  the  record  30  per 

cent  return  seen  in  the  sec- 
ond quarter  of  last  year. 

Revenues  climbed  to 

j   Sl.USbn  from  the  depressed S665ro  of  the  preceding 
period,  putting  them  7   per 
cent  ahead  of  the  first  quar- 

ter of  1998.  Much  of  that 
came  from  a   34  per  cent 
increase  to  $526m  in  income 

from  principal  transactions. 

Investment  hanking  reve- 
nues. on  the  other  hand,  fell 

8   per  cent  to  $32 Im.  though 
Lehman  attributed  the  fall  to 

a   decline  in  profits  from 
merchant  banking  transac- 

tions. rather  than  In  merger 

and  acquisition  or  under- 
writing activity. 

Overall,  the  bank  reported 
net  income  attributable  to 
its  common  stockholders  of 
$198m.  a   rise  of  10  per  cent 

from  a   year  before,  while 
earnings  per  share  rose  from 
$1.44  to  $1.57. 

Ducati 
Motor 

prices  IPO 
Italian  motor-cycling  power- 

house Ducati  Motor  Holding 

yesterday  announced  an  Ital- 
ian offer  price  of  €2i>  per 

share  for  its  initial  public 

offering  on  March  22  and  23. 
Reuters  reports  from  Milan. 

Ducati  said  its  employees 
would  be  able  to  subscribe 
for  a   maximum  of  three  lots 
each  of  a   minimum  of  1,000 
shares  at  a   price  of  €2.465 
per  share,  equivalent  to  a 
discount  of  15  per 

cent  on  the  public  offer 

price. 
Ducati's  sponsor  for  the 

issue  will  be  Banca  Commer- 
cial? Italians. 

The  Bologna-based  maker 
of  high  performance  luxury 
bikes  said  the  public  offering 
will  be  for  a   minimum  of 
20.5m  shares  with  a   nominal 

value  of  LJ.000.  equivalent  to 
13.6  per  cent  of  the  total 
capital. 

London,  Frankfurt 
plan  joint  clearing 

NATIONAL  WESTMINSTER  BANK  PLC 

(the  “Bank’") US$250,000,000  Variable  Rate  Capital  Notes  2000 
Issued  31  October  1990 

Amount  outstanding  US$100,000,000 

(the  “Notes”) 

NOTICE  IS  HEREBY  GIVEN  pursuant  to  Condition  5(b)  of  the  Notts-  that  the  Bank  will 

redeem  the  Notes  at  their  principal  amount  on  the  Interest  Payment  Date  falling  on 

30  April  1999. 
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Exchanges  look  to  their  electronic  futures 
The  industry’s  annual  conference  in  Boca  Raton  has  s

een  frenetic  debate  on  new  technology,  says  Nikki 

Balmy  breezes  did  noth- 
ing to  cool  the  tempera- ture of  debate  as  the 

futures  industry  gathered  for 

its  annual  conference  in  Flo- 
rida's Boca  Raton  last  week. 

Over  the  past  two  years, 

electronic  trading  and  order- 
routing  systems  have 
become  an  integral  part  of 

the  landscape.  Some 
exchanges  -   such  as  the 

London  International  Finan- 
cial Futures  and  Options 

Exchange  (Liffe)  and  Sydney 

Futures  Exchange  (SFE)  - 
have  already  decided  to 

abandon  traditional  trading 
floors  for  screen-based 
systems.  Others,  notably  tbe 
big  Chicago  exchanges,  plan 
to  run  electronic  trading 

alongside  traditional  "open- outcry"  pits  in  major 
contracts. 

However,  if  the  encroach- 
ment of  electronic  trading  is 

now  accepted,  how  best  to 

capitalise  on  the  new  tech- 
nology remains  the  subject 

of  frenetic  discussion. 
For  existing  exchanges, 

the  big  challenge  is  to 
achieve  the  cost-savings  that 
traders  and  customers  are 

demanding  -   in  the  hope 
that  this  will  keep  a   slew  of 
new  competitors  at  bay. 

Having  seen  numerous 
merger  and  alliance  propos- 

als fall  by  the  wayside,  offi- 
cials bare  grown  wary  of 

promising  synergistic  deals. 
“On  my  desk  are  eight  ink 

bottles  from  the  letters  of 

intent  that  we  have  signed." 
admitted  Jorg  Franke,  chair- 

man of  Eurex.  the  biggest 
European  exchange.  Only 
two.  he  noted,  had  come  to 
fruition,  tbe  most  recent 

casualty  being  an  alliance 
with  the  Chicago  Board  of 
Trade  <CBOT). 

But  if  full-scale  mergers 
are  off  the  agenda,  talk  of 

more  flexible  technology- 
based  collaboration  remains 
rife.  For  example,  the  big 

Chicago  exchanges  con- 
firmed that  they  were  dis- 

cussing a   common  “applica- 

tion programming  interface" (API).  This  is  a   software 

The  London  Clearing  House 

is  expected  to  get  this  week 
the  exemption  from  US 
regulators  that  would  allow  it 

to  launch  the  world's  first 
swaps  clearing  operation 
this  summer,  writes  Nikki 
Taft  hi  Boca  Raton. 

Swaps  are  one-to-one  risk management  agreements, 

usually  negotiated  between 
sophisticated  financial 
market  participants,  such  as 
large  Investment  banks. Officials  from  the  LCH,  in 

Florida  for  the  futures 

industry's  annual conference,  said  they 

believed  they  were  ‘Very dose"  to  receiving  the 

ers  could  readily  access 

respective  products  from  a 
single  screen. 

Likewise,  the  New  York 
Mercantile  Exchange 
revealed  it  had  been  talking 

to  Eurex.  initially  about 

development  of  a   German- based  electricity  market  But 
Daniel  Rappaport.  Nymex 
chairman,  also  held  out  the 

possibility  of  extending 
co-operation  more  widely  - 

for  example,  to  co-distribu- 
tion of  products. 

Eurex.  meanwhile,  said  it 
was  reviewing  its  options 

regarding  partnerships  in 
tbe  US  and  Asia. 

Nor.  most  participants 

admit,  have  collaborative 
technical  discussions  been 

confined  to  traditional 
oyrhangp  partners.  A   num- 

ber of  US  software  houses 

are  understood  to  made  pre- 
sentations at  the  Chicago 

required  ruling  from  toe 
Commodity  Futures  Trading 
Commission,  the  US  futures 

industry  regulator  -   and  that it  could  possibly  come  as 
early  as  today. 
The  LCH  detailed  its  plans 

for  the  “SwapsClear" programme  last  year.  The 
scheme,  which  will  initially 
clear  interest  rate  swaps  of 

up  to  10-year  maturities  for the  banks  that  deal  in  them, 
follows  substantial  growth  in 

toe  over-the-counter derivatives  industry  during 

toe  past  decade,  coupled with  toe  growing 

standardisation  of  many 

swap  agreements. 

els.'"  remarked  Scott  Gordon, 

chairman  of  the  Chicago 

Mercantile  Exchange,  which 

already  shares  an  electronic 

platform  with  France’s  Matif 
and  Singapore’s  Simex.  It was  a   comment  that  neatly 
summed  up  tbe  attitude  of 

many  senior  exchange  offi- 

cials. ■ 

This  pressure  is  not  con- 
fined to  the  execution  end  of 

the  business.  Clearing  firms, 
too.  are  looking  at  ways  of 
consolidating  operations  and 

giving  international  trading 
houses  the  savings  they 
desire.  The  London  Clearing 

House,  for  example,  said  it 

was  having  “active  discus- 
sions" on  partnership 

arrangements  with  both 

existing  clearing  businesses 
and  some  would-be  partici- 

pants in  the  industry - 
However,  if  technology  is 

presenting  huge  challenges 
for  exchanges,  it  is  hardly 

However,  the  LCH's  desire 
to  market  to  US  banks  and 
institutions  meant  it  became 

caught  in  a   Washington turf-war  over  regulation  of 
the  US  derivatives  industry. 

The  LCH  asked  toe 
Commodity  Futures 

Exchange  Commission  for 
exemption  from  toe  US 
Commodity  Exchange  Act 

but  some  participants  in  the 
swaps  industry,  who  dispute that  the  CFTC  has 

jurisdiction  over  toe over-the-counter  market, 

maintained  that  even 

granting  an  exemption  would 
mean  toe  agency  was 

exceeding  its  powers. 

trying  to  craft  national  rules 
in  a   trading  environment 
that  is  increasingly  globaL 

This  point  was  rammed home  after  the  US-based 
Commodity  Futures  Trading 
Commission  released  draft 
regulations  governing  the 

access  that  foreign  electronic 
exchange  systems  could 
have  to  US  customers  -   only 
to  face  outraged  reaction 
from  trading  bouses  and 
some  non-US  exchanges. 

Tbe  problem  centres 
mainly  on  how  electronic 
order-routing  systems 
should  be  controlled,  with 

the  big  futures  firms  accus- 

ing the  CFTC  of  being 

heavy-handed  and  of  over- 
regulation -   But  resolving 

this  issue  could  mean  a   30- 

day  comment  period  gets extended  and  the  already 

delayed  roles  take  months  to 

finalise. 
That,  argues  Brian  Wil- 

liamson. Liffe’s  chairman, 
could  mean  it  will  be  next 

year  before  his  exchange  can offer  US  customers  direct 

access  to  the  new  electronic 

trading  platform.  Such  a timetable,  he  thundered, 

would  be  “blatantly  discrimi- 

natory”. 

While  Mr  Williamson 
declined  to  estimate  how 

much  business  might  be  sac- 
rificed, others  were  quick  to 

point  out  the  value  of  US access.  Les  Hosting,  head  of 
the  SFE.  reckons  25  per  cent 

of  his  exchange’s  business 
already  comes  from  the  US. 

That  could  “easily  double” 
once  SFE’s  electronic  system 

is  directly  available  to  US- based  customers.  he 

suggested. 
Meanwhile,  the  industry's potential  competition  was  all 

too  visible.  Officials  from  the 

planned  International  Secu- rities Exchange,  a   proposed 
electronic  options  exchange, 
were  to  be  found  quietly  net- 

working, for  example. 
More  formally,  tbe  Cantor 

Financial  Futures  Exchange, 

the  first  electronic  new- 
comer. which  started  to 

operate  last  year,  rolled  out 

a   fully  interactive  version  of 
its  trading  system.  This  will 
be  formally  launched  early 

□ext  month. “The  dock  is  ticking  and 

things  are  moving  very 
fast."  said  Marc  Breillout. 
chairman  of  Fimat,  the  large 

futures  firm.  Few  attenders 

in  Boca  would  have  dis- 

c   greed. 

code  that  would  allow  the  exchanges,  for  example, 

exchanges'  electronic  "I  think  we  envision  multi-  making  life  easy  for  reguia- 

gystems  to  mesh,  so  custom-  pie  alliances  at  different  lev-  tors,  either. 
 They  are  stm 

LCH  expects  go-ahead  for  swaps  clearing 

The  table  Mow  giics  the  latest  arafcMe  rates  o t   exchange  (runted)  agvst  tow  key  currencies  on  Friday,  tacti  19. 1993  .   h   sene  cases  Tie  rze  3   corwaL  Market  rates  an  the  mage  of  buytog  and  scfltog  rats  except  when  they  we  thomi 
Id  be  ottrerwea  In  some  esses  martial  rates  hew  been  caiadaied  tram  those  ct  Ivagn  currencies  tn  when  they  are  bed. 

(STB  IBS  amo  £   TB  E   5TG 
(*  100) 

Algtafebn 

ittgtmO 

7W)77 

472625 

516195 

403522 Qbraaar 

e>  □ 

1 
Ahxti 

(UN 

Z30C06 

141200 
154368 

120535 
Grows 

(DratJunat 

479253 

JVOsrte 

«*» 7 

10BX9 

55*305 

713)3 1 

55  744J 

6t Tfrtrrf 

tlonmknrm 

ram 

Aariorn 
fnndtFn 

60KW 

655* 

5.1261 

Grenada I(M9 

4^B7 

(SpPesaai 

ratoe 

152  792 
166386 

I30D25 
fimllidiiy* 

(FrwtJlfft 

9   7813 A** (tad  Kmsrai 
419000  1 2571280 

7195310 

Euan 

(USS) isa: 

Mtfa 

IE  CM  S| 
433S7 27000 

23499 

21D5Z 

Gudetnda 

Ooetzae 

11238 

Pan) 

IRS 09996 

1XB22 

0   8534 

ffft 

7134  43 

Aratno 

Jkant 

828857a 508380 

556523 43490) Eita-Skxaa  mm 
978  130 

Aria 

Ax*) 
22999 

1   7800 

13447 

1   5198 

iSflUTBS*  3) 
2631® 

Adra&B 

(XUS) 

290 

158K 

1J330 
13543 

Him 

itarw 

77  4512 

ten 
(3d*ta 

MLS1B6 

125947 

13)803 107537 
tertafcn dW! 

6435.1  «□-. 

.3250 DO 431537 

U72.47 

Honda* 

ilanpra 

228814 

tara 
ftn  Esrad* 

296348 

181499 

201487 
158970 

Hoqq  torn 

o^a 

126250 

hatjsry 

378  JV 

SPtra. 
JbtanaS 

14S2 r )   0326 

08538 

t£t*d 

Nnk  Xroroi 

116859 
B4r* 

(Dray 

0614? 

03770 

04T19 
03219 

BKaafcS 

(*  tawe 

346106 
152392 106386 

130  025 

ttb 

lOSan  f9p«a) 

650641 STtfauP ITato) 

76F731 

48.4750 

529614 

41J874 

Mw* 
14*869 

Batata (Ban  3) 12563 2J8X30 2.1851 1   7076 ton 

S»* 

4887.45U tea** 

flow*, 

956*130) 
Z20KHO 

24038TJ? 
1J7BSSJ 

tadOhtali 

(L50» 

BtUMi 

A*  Ft) 

80.1927 36.923 

40  3399 31 SW 

ttm  ta 

(him 

1   1744 

Beta 

(BSI 

32583 zoooo 2.1851 1   7076 

haal 

P**all 

£LS5b 
flm 

iCHFt) 

978130 

000320 
655957 

512606 

0m 

208726 

Bamaa 
16292 1 

1083 

08538 

JmtKj 

Baaan 

880841 42.4050 

4837* 

3620*9 

(BtCdtaX 

1JSX 4-MOO 

63H7 

*5*® 

(Ttro 

190  014 

BomHtnngMa  (Hartal 
29142 

1   7888 

195*4 

15273 

Job® 
uuroaitai  Ddon 

1.1591 

Mam 

AN 

>.8023 46664  • 

509*2 19841 

te*JW«n 

iTotai 

142836 

Brad nw 

10140. 

13500 2JJ212 15735 
Braid 

®aW5) 

2JQ87 

1.7240 

13836 

1.4719 

IWW 

(KwytStoo 
10*851 

IMP* 
(Led 

290132 
1781  25 

194010 

152081 NM 
(^adrsfiap  3 

258*1 

Burnt.  Rot (t»FH 978130 

846957 

512800 
Fnraeltart) (tad 

3   58*1 

B IMVU 
10.1830 83517 

fcuKJCO 

58376 
taeeSraOi 

ta* 

1908  3a 

Burtnl 
(BtiurtFft SS8B9B 

527  627 

576534 

450838 

rutau 

(tataODran 

a«a 
Uta WW 696299 

m 
6166-33 

378500 
4135J0 

323159 

Caroawi 

mm 

978.130 600390 655  $7 
512806 

labta 

09592 

Carata 

(CaradtaS) 14716 
15171 

16575 

12853 

Ufiarta 

1*8— ini  D 

2*6246 

Canay  b 

Ce  Praevi 

248106 
152292 

186388 

130825 

Usm 
(ton® 

looew 

Cp  Ws* 

CVEstudD] 

15097 

94  7100 

10X475 

808623 

Ub-a 

ItetsiS 

16792 

capita  B 

(CIS 

13576 
am: 

a«o* 

07115 
Uwt 

07331 

CM.  Mr  ftp 

mm 

971130 

80OJ9O 
6SS65T 

512806 

Uaetoaaaw 
(SrtoFtl 28821 

aw 

Ft) 

978130 
600380 

Ma«r 
512606 Ueusm (DOS 65158 

Ota 

[Offloai  Fe*j) W   fl/b 489  750 

535076 

418143 

ou  m 

0O.1S27 
0*0 

(tarartd 

134862 

8*783 

9   0456 70688 Hatao ffattai 

1253*7 
OXMlta <CdPtsot 

253170 

1547  15 

1690  45 
117102 

Onaoi 

(Fn 

801  490 

491  960 

5J7S10 

*201)37 banM 

Owtal 

900647 

CDrgi (CWFrt 

978.130 
600390 

B69S7 

512806 M   llhJTdlf 

W£Fn 

CaigOIDoiftp 

lZ*W 

ZW«1 

1375010 
1502*56 117305.9 Un Ota  EsaxM 

3X3S  Aca 

Com 

447365 

274  600 

30)014 

ZM450 K8M Ottwh a) 
719435 

~J*r  iTMare fCFAFft 

S/t  130 600390 

655957 

512606 

«*pa 

P*W« 
619O0D 

CraSa 

Itaaj 
113535 

69690 

76140 

58SOO 

l»904)(3» 
zai& Cute 

1   Cotta  tad 

37  4715 

230000 

251287 

198371 

18.8982 

Cdtin 

(C*ans  O 

aaw. 

05307 

05780 0   4531 

«4»ta 

Cato  ftep 

iwnxoi 

airw 
34KSS 

JO0312 
29  72D0 Wans 

IHnt  im 

>nra* 

iDs**  Cittai 
11  0823 68025 

7   4321 

58079 

Itatasa 

used  ft) 

9   7813 

DUsxaftd 

®*Fu 389  533 177720 
194  100 

151735 

tera* Domra 

ItCrtSi 43987 

27000 

29*99 

33052 

Uaxfta 

40  6718 

jroteai  Rep [Drew 

25*50 

15  9500 

17  4262 
1361)9 tota HMCSFeSD) 

15  7571 
kuadx 

SllTO 

1779730 

i09oao 

11908  8 

total Gecuj 19712  74 121000 
132199 

>03308 

Idrevyrt 

Ihotcnhl 
9   7013 

iE3*»na 5SS62 3   4105 
17262 

29118 

niahtat 

fCctao 
142551 

6   1500 

9S59B 

7*707 

toasetm 

tE  CortO  s> EanJi  um 

(CM  Ft) 

978110 600390 665957 

512606 tooro 
(DBiurol 

(Xrooa) 

233311 

14  3212 

156467 

132273 
totada* 

Eietc glKpan  B»ti 

113845 
6   9860 

7634) 

58663 tanoi 
1   Ik*«i 

100094 f   wands 1 

a6l» 

0   8707 

05241 

tan  b 
Faroe  B 

(tae#l  Iraai 
iiflsn 

63025 

74371 

58079 

ito— ssftan* 

F*b 

IF** 

33305 

79830 

216® 
l£S» 

Metartnn 

F*n»a 
lUattao 

S»fc0 
54471 

69457 4&*8> 

firnd  M 

iMWOni 
28999 

sarer 

*1 

SW! 

60039 

65596 

51261 to  Zealand (HZ  51 

Ft  Or-Mr-a 

[CF*  Fo 
an  too 

SO  390 635  957 

5120D6 

ftaaw 

lOoWCaootw 

186359 ft  urara 
lUxW  Ft] 9781) 

«flB9 6SS9S 

i«r 

(CM  Pi 

ft  P Eft  t. 

Wfr, 

177711 

109  082 
111178 

93  1330 latran 

iCFftFn 
978130 

60Q390 
655957 

512606 

ktttlB 
r.'CTSi 

iarfca 

Oats* 

182954 113300 
12JBM 

95080 

Own 

00»  Oat— 

lematft 
BH»*XD 

29165 

1   7907 

19550 

1525* tabtat 
pm  tar* 

Bona 

itoa 

J01811 
2405  00 

262759 

OS  S 

EURO  ( 

TBI E   SIC 1188 
two  C 

T9 

(X  190) 

«*  1M» 

C   6823 

6670? 

05241  PBBOH 1   8292 1 18926 0853S 

79*3: 

n*6- 

751 21S  REOua  Nro  fiotoe)  iKtai 

TB334 

23SJ1 

25708 28090 
6-4725 

7   *221 

S£079  Psafar 

Sub—) 

*737  )2 

25000) 

319021 

assos 
27000 29*95 25052  Poll 

(toad  So* 

54457 

35446 

34541 

28555 

6   0CD9 

(   5596 5 1281  Ptaajdno itaoi 

S3  2274 

388100 

*24019 

33IS5 
1 

1   026 

0   8530  PflE*n  a 
ttsusfc® 1 06138 

08707 

85241 S.B3 25 

7i®3 

568*7 

mza 

30699 1804) 

28587 

18088 

131015 

Id'll  —I 

111458  Paam 

utayi 

63439 189*0 

42544 

33347 

600290 

£55  957 

512  60S  ftltajd itsartw 
2S&M mm 

ZD.4S2 

IS&B7B 
16)  sro 

1784*7 

137867  Pieia  Hai (US  s 

18292 

1 

18928 

08538 
TLB506 184095 14  3863  Ota 

(RDM 

58310 

16*05 10775 31082 
140450 

I5J449 

11881S  Rtntai  to.  to  n 

ffVFn 

J   7873 

40039 

655PB 

41281 
7.7500 

84672 

64.160  ftoatu 

tottt 

24J745 1*9000 

'6279.1 
127216 

232250 

253745 

198282  aata 
tftjjmi 

35  3355m 

2*13*5 

2BJ573 
71  73« 

7E3657 

612423  Rnaala 

(Ffl 

512)993 
3Z7160 

357.439 279828 

SUTitsnin 
CthrtiS) 

43387 

27000 29*99 23052 42*050 463290 

362D49 
880000 

9701 85 7S814S4  SHWn 

S) 

1 oei3a 06707 

MX)® 

3Z77.6S 
36137  S   Una 

lE  Oil  St 
45887 27800 29*89 23052 

ojuk 03397 1)2655  SPteroS»toptoil  (PW 9JH13 40038 

655® 

5,1281 07209 

07878 08155  31  taw (E  CanOa *3987 

27000 

29*89 23052 
40239 

43963 

14358  S®  total) 

(tefiw  Ua) 

28873 

17712S 
183427 

15U.1) 

177Z2S 

193677 

151313  Sao  Toro* 

IDotoaj 

389167 

239000 

3811 19 

204056 

36  75® 

*0  1512 

31-176?  5— lAnnb 

ijtn® 

61038 
37303 

*087* 

32020 

Smegal 

ICH.FD 

9741® 

600380 

177965 IM  Srycheios 
iftafct 

46182 52910 Q7T15 

07774 

06073  Setts  Lore 

ftKOti 
255084 

15B57B 

876750 

95)89 * 

74  8558  Sitapom 

IS 28087 

1J240 

188)6 

14719 Scroioa 

itawa 665781 

*08855 

446*76 

3*8905 

64I75D 

701144 

54  7919  Stab 

(Teton 

34050 

174J55 
190.482 

148862 15862 

17330 1 330  Stanona (Si 78535 

*82® 

S2B80 

24036 

18743  Sn4  (top 

(Etatotf 

4284  37 

2630® 
7BB248 

l)314b 
10*2®  SctOiAhta 

CFUn® 

100694 

61930 
0   7596  5pan 

(Praam 

246108 

1^392 

1K388 

’30025 

4660® 

3649  09  5p*d®P«rtoHN«1ncB  Sfl Pb**» 
248.1® 

152292 

05080 

Ot*D 050Z7  SiUarta 
Vuw* 

111039 693850 

718086 

552401 

151150 

1B1J9 

139050 
0 1 930 £7882 

5*875  sutwto 

iDtan 

318311 

I960® 0*5® 0   83)8  Sutton 

(total 

65)289 
03842  5-staid 

103369* 

41 W0 
12484  Smoqi 

ftrona) 133103 

1414)  TtotOotoO 

(Fn 

23821 

389228 

40J393 

315243  Spit (D 

733110 

67808  Tmai a 

53.9249 

3)1000 

55.(615 

tjou Ota® 
1124.12 

(BahO 

610117 (CF4FH 
1568)0  Totjs  to 

442473 

37  70X7  TtatadTiKlw 

(9 

10  1350 

12444  Tuntoo 

Staff 

1633) 

4   6361  7irt*y 

Uaj 

595535.9 

3655508 

9   9040  IdtaSCdcra 

(US  Si 

656957 

512606  Tirat, 

itatatai  a 

25841 

6   0039 

65496 

oxtw  uparat 
5   1861 

Mhs  3Ktafli 

755)49 

1382® 

150491 

»r798* 

Tubs® 37906 

1781®  UXtJta 

fUrrrai 

60922 

?72)T6 ajtrtuo* 5.9838 
82578  UOtod  Nngooro 

m 1 06130 

7   7809  LH  ltd 

ojs  a 
51261  i*iob»  itaoUa^nyw 

100592 

2   7000 

46648 

124320 

2   9*s« 

I0S5W 

135826 

23)52  mm 
02S17  VaSor 
10614)  Vtntaeb 

&WU 

WM 

(Ural 

(Bohan 

9*49® 

211.545 

280736 B4S3TST 

9C5® 

139850 

177225 

638*10 

141  BM 

190627 

*97332 

110885 

151X13 

Oonj 

226«j 

129025 

>5882 

67  4)00 

20171 

1   7330 

7J#W7 23037 

wnc-am 

I3S4J  vkan  B)J5 

575624  Krslan  Sams 

1   7221 

SES 
MS  9 

(Taut 

>.6292 

1   8237 

48660 

) 
1 

29W8 

roses 

1   0820 32832 

08538 
08538 

26501 
1   78(10 

18843 M**47 

20.907 

1   5198  *BtiBi  Pep  gn 

IITO  VatoWto 

dWn2) 

(toon  (total 

730®* 

174*82 

141 3*0 

TS4.4J1 
1306)5 

9.1441 

'9468* 

325592 

600 390 
38  8350 

7   7IH4 
0X50 

49  2230 
655  S57 

96  6323 

5126®  ZMonte 

73  fvTVi 

IKWKKU 

61 

3714*8 

621277 

228080 38  1350 
UB103 

416644 

0   4306 

5j7«5 

ons  5W 

*20360 
lEatH 

rSPHi 

1   *9ir 

1   187*7 

0915) 0   729751 1 

OJHXMDO 

07*15 

061*942 

a&ewMuis  »t  Fite  rar  m   tonus  rte.n  Ollcat  c*.  f   Pitoww  nfe  n   Iona  rifc  <*  Ctmtncy  seat*  a*  1C  M.  tn  iWm  cm  m   ravr  >«  rrtrcod  or  bresn  nu  ®   tom  orbeu  r»  msszs  .n  rr.^.x  ,   _ 
*“*■  fT  mm  to  BUSKS  ItaraUi  Q»ta  0171  am  0100.  Sw  Cta  tatad  tan  THE  WWBHJTB6  CUKMb  SPOT  RATES  &   Bar*  ol  to*r*i  towaa  Dwanma.  Irmantrataa  r£ta OKI  Sfce  W   ’***“’  **** 

■***  —   *°"a  — *•—  —   -*t—‘  -   — r   r~  ^*-iin  n   w   twum.  ■   com  t»  n   toy  Fa»  mm  Bw  aqta* 

•a.  im 

r NCtnCE.C£APEQlliPIfflvrr  OT.BEfWt«riB>tT.mfiTg 
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NEW  YORK 

^   Ao*w  Edged  iffe-Johnson 
In  a   thin  week  for 
announcements,  the  Opec 
meeting  and  non-farm 
payroll  figures,  due  on  April 
2,  may  dominate  the  US 
market's  attention  more 
than  the  week's  economic 
and  corporate  news. 

The  data  expected  this 
week  are  unlikely  to  upset 
the  robust  picture  of  the  US 
economy.  On  Wednesday, 
durable  goods  orders  for 
February  should  show  only  a 
modest  Call  after  three 

months  of  strong  gains 
Total  durable  orders  are 
forecast  to  be  down  1.5-2  per 
cent  because  of  a   drop  in 
commercial  aircraft  orders, 
which  had  risen  by  just  over 
100  per  cent  in  January. 

Existing  home  sales  data, 
due  Thursday,  should  show 
resales  slipped  from  a   record 
5.07m  units  to  about  5m  in 
February  as  mortgage  rates 
rose.  Some  analysts  say  last 
month  marked  a   turning 
point  for  home  sales,  which 
have  been  driven  higher  by 
the  strong  job  market  and 
low  mnrtgngp  ratoc   

Benchmark  yield  curve 
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Hopes  that  the  Dow  Jones 
Industrial  Average  would 
close  above  10.000  for  the 
first  time  were  derailed  last 

week  by  selling  of  IBM's shares,  and  a   batch  of 
earnings  announcements 
from  3Com.  Micron 
Electronics  and  Cabletron 

could  dictate  sentiment  for 
other  technology  stocks. 

LONDON Benchmark  yield  erne 

By  Phify  Coggan 

Inflation  figures  are  likely  to 
be  the  most  important 
domestic  economic  indicator 
to  be  released  this  week, 
provided  UK  investors  can 
tear  their  eyes  away  from 

the  gyrations  of  Wall  Street 
for  long  enough  to  notice. 
Consumer  price  numbers 

for  February  are  expected  to 
show  that  the  underlying 
rate  is  back  in  line  with  the 

government's  target  of  2.5 
per  cent,  having  been  at  2.6 
per  cent  in  January. 

The  headline  rate,  which 
includes  mortgage  interest 

payments,  is  expected  to  fall 
to  2 3.  per  cent,  according  to 
the  consensus  forecast 

compiled  by  Standard  & 
Poor's  MMS. 

Those  numbers  should 

give  the  Bank  of  England 
some  comfort  and  the 
minutes  of  the  Monetary 

Policy  Committee's  last meeting,  published  last 
week,  indicated  that  the 
most  likely  direction  of 
interest  rates  is  still  down. 

However,  the  committee 
has  paid  a   lot  of  attention  to 
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survey  data  and  its  members 
will  no  doubt  be  watching 
the  Confederation  of  British 
Industry  monthly  trends 

report,  to  be  released  on 
Thursday. 

On  the  results  front,  the 
main  interest  of  the  week  is 

likely  to  come  from  P&O, 
retailer  Next  and 

engineering  group  Glynwed. 

COMPANIES  DIARY EDITED  BY  MARTIN  BRICE 

Spotlight  on  engineering 
and  retail  sectors 
Fear  of  recession  in  the  UK 
economy  has  meant  that 
stocks  with  strong  earnings 
growth  have  enjoyed  a   good 
run.  while  companies  in 
cyclical  industries  have  seen 
their  share  price  suffer.  The 
evidence  seems  to  indicate 
that  the  UK  economy  will 
enjoy  a   soft  landing,  and 
economists  at  Credit  Suisse 
First  Boston  recently 
upgraded  their  forecast  for 
growth  in  the  UK  market 

from  zero  to  3   per  cent.  How- 

ever, this  “top  down”  view 
contrasts  with  “bottom  up" consensus  estimates  from 

analysts  that  follow  Individ- 
ual companies,  who  are  fore- 

casting near  double-digit 
growth  for  the  market. 

TODAY 

•   Final  figures  from  Mor- 
gan Crucible  will  provide 

the  details  behind  the  severe 
downturn  in  the  last  quarter 
that  prompted  the  profit 
warning  in  January.  While 
management  has  suggested 
that  problems  are  largely 
one-offs.  Williams  de  Bros 
has  told  clients  that  the  diffi- 

.   cutties  are  appearing  just  as 

'markets  are  deteriorating. 
The  first  half  of  this  year  is 

likely  to  be  disappointing  so 

there  will  be  more  than  the 
usual  interest  in  any  outlook 
statement.  A   consensus  of 
forecasts  from  First  Cali,  the 
estimates  service,  shows 

that  analysts  expect  a   pre- 
tax result  of  £89. 3m 

($145. 6m),  down  from 
£108.3m  last  year. 

•   Forth  Ports  is  expected  to 

produce  a   14  per  cent  rise  to 
£27.5m  pre-tax  for  last  year, 
although  investor  interest  is 
likely  to  focus  on  any 
detailed  information  on  vol- 

umes and  margins  at  its 
ports  operations  in  the  light 
of  a   slowdown  in  the  UK 
economy. 

TUESDAY 

•   Final  figures  from  Croda 
International  are  likely  to 

highlight  the  difficult  times 
in  the  chemicals  industry, 
with  any  trading  update  set 
to  include  a   deterioration  in 

trading  during  the  final 
quarter.  Analysts  expect  a 
fall  from  the  £41  .lm  last  year 
to  about  £33m.  although  the 

trading  statement  made 
after  the  end  of  the  year  sug- 

gests there  may  be  little 
share  price  reaction,  as 
much  of  the  bad  news  may 

be  already  in  the  price. 

•   Some  analysts  expect 
P&O  to  increase  its  dividend 

this  year,  for  the  first  time 
since  1990.  The  cruise  divi- 

sion will  probably  be  the 
star  performer  when  the 
shipping  and  transport 
group  reports  final  figures. 
Although  it  took  delivery  of 
two  ships  during  the  year, 
their  full  contribution  will 
not  be  evident  until  this 

year’s  results.  A   consensus 
of  forecasts  from  I/B/E/S,  the 

estimates  service,  gives  a   fig- 
ure of  £405m,  which  would 

be  a   l   per  cent  rise.  The 

cruising  side  is  likely  to  pro- 
duce £220m  in  operating 

profits,  and  there  may  be  a 

bullish  statement  on  pros- 

pects for  a   recovery  in  con- tainer shipping. 

WEDNESDAY 

•   The  process  of  disposals 
at  Glynwed  has  left  just  the 
metals  processing  business 
and  there  may  be  news  on 
this  front,  although  few 

expect  an  announcement  of 
a   sale  with  the  final  figures. 
However,  management  may 

give  a   clear  idea  or  the  tim- 
ing of  the  sale  and  there 

might  be  a   hint  of  a   return 
of  capital  to  shareholders.  A 

consensus  of  forecasts  com- 

piled by  First  Cali,  the  esti- mates service,  shows  that 

analysts  expect  a   pre-tax  fig- 
ure of  £78-6m,  which  would 

be  a   fall  from  the  £89m 

achieved  last  year. 

•   When  clothing  retailer 
Next  reports  final  figures 
investors  may  be  treated  to 
the  unusual  sight  of  shares 
rising  as  the  company 

reports  a   fall  in  profits. 
Investor  sentiment  may  be 

good  in  the  light  of  a   posi- 
tive outlook  statement,  as 

some  analysts  believe  the 
company  is  outperforming 
its  peers  in  clothes  retailing. 
First  Call  suggests  analysts 

expect  a   figure  of  about 
£156.9m,  down  from  an 
underlying  £176m  last  year. 

•   Final  figures  from  House 
of  Fraser  will  add  to  the  wel- 

ter of  information  coining 
from  the  retail  sector,  and  in 

particular  whether  the  con- 
sumer is  feeling  weak  or 

confident  Williams  de  Bro6 

expects  a   fall  from  £28m  to 

£24m  pre-tax. 

THURSDAY 

•   LucasVarity  is  in  the  mid- 
dle of  an  agreed  bid  from 

TRW  of  the  US  so  sharehold- ers are  unlikely  to  pay  too 

much  attention  to  the  actual 
numbers  when  it  reports 

final  figures.  The  impact  of 
the  General  Motors  strike  in 

the  US  may  throw  some 
light  on  the  effect  on  other 
auto  component  suppliers. 
BT  Alex  Brown  expects  a   5 

per  cent  pre-tax  advance  to £346m_ 
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FRANKFURT 

By  Lite  Hanuschfeger 

After  performing  modestly 
well  last  week,  the  Dax 

index  of  Germany's  top  30 
blue  chips  could  be  ready  for 

some  more  gains  this  week. 
On  Friday,  the  Xetra  Dax rose  82.96  points  or  1.6  per 

cent  to  close  at  5,108.75 

points  but  it  was  mainly 
expirations  of  futures  and 
options  contracts  and  strong 
gains  on  Wall  Street  that 
boosted  the  index. 

Therefore,  some  traders 
are  not  so  optimistic  for  this 
week  and  note  that  last 

week's  German  business 
sentiment  index  for 
February,  which  fell  to  89.8 
from  91.1  in  January,  does 

not  bode  well  for  the 
economy.  As  a   result,  they 
recommend  staying  out  of 

the  market  unless  the  Xetra 
Dax  falls  below  5,000. 

On  the  positive  side,  some 

analysts  point  to  the  recent 
underperformance  of 
German  stocks  compared 
with  their  European 
counterparts,  and  say  the 
Dax  coiild  easily  pass  5,200 
soon. 
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Ongoing  merger  mania continued  to  boost  banking 
stocks  Last  week  and  this 
week  could  be  dominated  by 
earnings  news.  Today. 
Commerzbank  will  hold  a 

supervisory  board  meeting, 
and  machinery  maker  Linde 
and  Volkswagen  unit  Audi 

will  publish  their  results  on Tuesday. 

TOKYO 

By  Gillian  Tett 

Benchmark  yield  curve 

ffl.)* 
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The  Tokyo  stock  market  will 
be  in  the  political  spotlight 
this  week  in  the  run-up  to 
the  end  of  the  financial  year 
on  March  31.  This  date  is 

very  important  for  the 

equity  markets,  because Japanese  companies  set  the value  of  their  equity 

portfolios  on  this  date  -   and any  losses  or  gains  they 
have  recorded  over  the 

financial  year. 

Consequently,  in  recent 
years  the  government  has 
often  tried  to  boost  the markets  in  tins  period, 

either  by  talking  them  up  or 

using  public  funds  to  buy 
shares. 

The  government  insists  it will  not  use  public  money  to 

buy  shares  this  year  but  in 
coming  days  officials  are likely  to  use  plenty  of ‘Verbal’'  intervention  to 

persuade  investors  the 
economy  is  on  the  mend. 

These  comments  have 

already  spurred  a   wave  of 
buying  by  foreign  fund 
managers.  Though  domestic investors  have  been  heavy 

0   5   years  15  20 

"Ml  Yields  are 

Sauce:  Venn  lynch  maM  ameottoo 

Nikkei  225  Average 

rood) 

sellers  in  recent  days, 

foreign  enthusiasm  pushed 
the  Nikkei  up  to  16.37&.78  on 

Friday,  its  highest  ipvel  for 
seven  months. 
However,  if  foreign  selling 

dries  up  this  week,  the 
markets  could  soon  tumble 

again. 

They  will  be  closed  today 
for  a   public  holiday. 

Financial  Times  Surveys 

Australia  as  a   Financial  Centre 
Wednesday  April  14 

For  further  information  please  contact: 

Larry  Kenney  in  London 
Tel:  +44  171  873  4835  Fax:  +44  171  873  3204 

email:  larry.kenney@FT.com 

or  Jake  Wilson  in  Sydney 
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Japanese  puzzle 
POUND  SPOT  FORWARD  AGAINST  THE  POUND 
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This  week,  markets  may
 

choose  to  spend  some  more
 

time  an  the  perennial  puzzle 

of  what  Japanese  policy- 

makers  are  trying  to  do  to 

the  economy. 

The  yen  has  strengthened 

over  the  past  couple  of 

weeks,  as  rises  in  the  Nikkei 

have  increased  talk  of  capi- 

tal flows  favouring  Japan. 

This  has  somewhat  under- 

mined the  Ministry  of 

Finance’s  insistence  that 

they  do  not  favour  a   strong 

yen  at  the  moment 

This  week’s  meeting  of  the 

Bank  of  Japan's  policy  board 

may  be  forced  to  consider 

more  options.  So  far  the 

Bank  of  Japan  has  refused  to 

buy  government  bonds  out- 

right relying  instead  on 

guiding  overnight  interest 
rates  towards  aero. 

However,  if  easier  credit 

fails  to  lead  to  faster  growth 

in  the  money  stock,  the  pres- 
sure on  the  BoJ  to  try  other 

avenues  may  increase.  Min- 
utes released  last  week  of 

the  policy  board  meeting  on 

February  12  show  that  one 

director,  Nobuyuki  Naka- 

hara,  proposed  that  the  BoJ 

move  towards  a   quantitative 

easing  of  credit. 

This  was  rejected  at  that 

meeting,  but  last  week  BoJ 

governor  Masaru  HayamJ 
said  he  would  continue  to 

study  targets  other  than  the 

overnight  call  rate. 

Key  data  releases  this 

week  include  February's 
consumer  price  index  for  the 
euro-zone,  on  Thursday. 

Having  been  stable  at  Q-S  per 

cent  for  the  previous  two 

months,  the  annual  inflation 

rate  is  not  expected  to 

change  much  but  the  market 

may  reflect  that  only  low 

energy  prices  have  been 

keeping  CPI  inflation  below 
the  1   per  cent  level,  and  that 
if  recent  rises  in  oil  prices 

are  sustained,  the  annual 

rate  may  jump  in  March. 

There  are  also  several  key 

data  releases  for  the  UK  this 

week.  Gross  domestic  prod- 
uct and  current  account  data 

for  the  fourth  quarter  of 

1998,  and  trade  figures  for 
January,  should  help  show 
whether  the  UK  economy  is 

headed  for  a   soft  landing. 
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Europe  follows  Dow  across  Rubicon 
CURRENCIES  &.  MONEY 

EURO  SPOT  FORWARD  AGAINST  THE  EURO 

EUROPEAN  OVERVIEW 

By  Horton  Gwnbel 

European  shares  are 
expected  to  start  the  week 
on  a   positive  note.  In 
response  to  higher  oil  prices 
and  a   seemingly  unres- 
trained  rally  on  Wall  Street. 
The  Dow's  crossing  of  the 

10,000- point  Rubicon  buoyed European  markets  on  Fri- 
day, leaving  the  FTSE  Euro 

FTSE  Eurobtoc  100 

Mai 

top  300  index  15.68  higher. 
Activity  throughout  the 

week  is  likely  to  be  driven 
by  the  outperforming  oil 
stocks,  which  have  benefited 
from  a   25  per  cent  rise  In  oil 
prices  over  the  past  month. 
But  Tuesday’s  crucial  Opec 
meeting  in  Vienna  will  show 
if  oil  producers  can  live  up 

tojnarket  expectations. “With  the  projected  cuts  in 
production  already  factored 
in,  oil  shares  look  fully  val- 

ued.” warned  Ian  Scott  at 
Lehman  Brothers.  He  was 

putting  his  bets  on  con- 
sumer cycllcals  -   media,  lei- 
sure and  automobiles  - 

deeming  them  “attractively 
valued"  in  relation  to  stable- 
growth  stocks,  such  as  phar- 

maceuticals and  utilities. 
George  Hodgson  at  ABN 

Amro  also  expressed  con- 
cerns over  the  sustalnabilty 

of  the  recent  rally  in  com- 

modity stocks.  “Oil  prices 

have  surged  on  the  back  of  a 
supply  squeeze,  but  demand 
has  remained  sluggish-  Signs 

of  poor  compliance  [with  the 
production  cut  agreement) 
could  lead  to  market  disap- 

pointment," he  said. The  euro-zone  harmonised 
consumer  price  index  for 
February,  due  on  Thursday, 
is  unlikely  to  reflect  the 
recent  surge  in  oil  prices  and 
is  therefore  expected  to 
remain  at  around  0.8  per 
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FTSE  Actuaries  Share  Indices 

Mar  19 

Natknai  &   Regional 

Hartals   

FTSE  Eurotop  300 
FUSE  Euulop  100 

FTSE  Euntfoc  TOO 
FTSEEmilld 

FTSEEuolH  Bfsbfec 

FTSE  EaraWd  &   UK 

TOE  tomb*  **  Ragl 

EtmMac 

UK 

Europe  Ex-Eurobtac 

Europe  Ex-UK 

TOE  BnAp  bxOT&y  ! 

European  series 

cent.  But  this  might  easily 

change  as  both  commodity 
and  wage  inflation  are  pick- 

ing up. 

The  industrial  sector 
stands  to  lose  most  as  the 
inflation  environment 

changes.  “Companies'  pric- 
ing capacity  has  already 

been  constrained  by  world- 
wide excess  capacity  in  pro- 

duction. Inflationary  pres- 
sure will  only  result  in  lower 

margins  and  higher  unem- 
ployment," said  Mr  Hodgson. 

He  added  that  industrials 
would  also  fall  to  benefit 
from  continuously  strong 

consumer  demand.  “People 
are  buying  services,  not 

industrial  goods,"  he  said. 
The  FTSE  Eurotop  300 

index  ended  the  week  15.68 
higher  at  1,258.10,  while  the 

FTSE  Eurotop  100  rase  33.31 
to  2,911.04.  The  FTSE  Ebloc 
index  of  leading  stocks  in 
the  euro-zone  settled  13.70 
higher  at  1.050.22. 
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Tackling  human  rights 

The  Untted  Nations  Human 
 Rights 

Commission  begins  it
s  annual  six-week 

session  in  Geneva  to  rev
iew  human 

rights  and  fundamental  freedo
ms 

around  the  world.  The  53-m
ember 

commission  will  hear  a   depress
ing 

catalogue  of  abuses  but  c
an  do  ifttie 

more  than  give  them  a   publi
c  airing. 

Nevertheiess,  countries  do  no
t  like 

being  the  subject  of  critical  r
esolutions: 

China  is  again  battling  hard  to
  stop 

one  being  tabled  by  the  US  an
d 

European  Union.  Human  rights
  groups 

criticise  the  commission  for  bei
ng  too 

politicised,  enabling  some  egregio
us 

offenders  to  escape  censure.
 

The  world’s  water 
-Everyone  fives  downstream"  is  the 
theme  of  World  Water  Day.  According 

to  the  UN,  as  many  as  half  the 

populations  of  developing  countries  are 

suffering  from  diseases  caused  by 

unsafe  water  or  by  organisms  that 

breed  in  water,  such  as  diarrhoea  and 

malaria.  Nor  is  the  problem  confined  to 

poor  nations.  An  estimated  one  in 

seven  Europeans  does  not  have 

access  to  safe  water,  especially  in 

fanner  communist  countries,  and 

“medieval"  diseases  such  as  cholera 

and  typhoid  are  staging  a   comeback. 

Enersis  countdown 
The  countdown  starts  on  a   second 

attempt  by  Endesa,  Spain’s  leading 
power  group,  to  gain  outright  control 
of  Enersis  of  Chile,  its  main  investment 

target  in  Latin  America  Enersis 

stockholders,  including  US  funds 

owning  Enersis  capital  in  the  form  of 

American  Depositary  Receipts,  have 

until  3pm  New  York  time  on  March  29 

to  back  a   change  in  Enersis'  bylaws 
that  will  allow  Endesa  to  raise  its  stake 

in  tire  company  from  32  to  64  per  cent 

through  a   $1.45bn  (£880m)  tender 

offer.  Last  month  Endesa  failed  by  only 

one  percentage  point  to  gain  the 

required  75  per  cent  majority  for  the 

statutory  change. 

Aft  from  Asia 
New  York  looks  to  the  Aslan  arts  this 

week.  Sotheby’s  New  York  and 

Christie's  will  both  be  holding  sales 
during  the  week  that  will  include 

imm 
,w 

paintings  and  furniture  from  India, 

south-east  Asia.  China  and  Japan. 

Sotheby's  will  be  offering  more  than 
2,000  lots  over  four  days.  There  will 
also  be  an  International  Asian  Arts  Fair 

in  the  city  from  March  25-30. 

Foreign  ministers  meet 
European  Union  foreign  ministers  meet 

In  Brussels  for  their  last  meeting  before 

Other  economic  news 

Monday:  Growth  in  US 

durable  goods  orders  is 

thought  to  have  slowed  In 

February  following  a   robust 

increase  aver  the  previous 

three  months.  The  UK's 
current  account  Is  thought  to 

have  moved  back  frito  the 

red  In  the  fourth  quarter. 

Tuesday:  Industrial 

production  In  Italy  is  thought 
to  have  rebounded  in 

January.  UK  inflation  is 

forecast  to  have  dropped  a 

little  In  February. 

Wednesday:  German 

consumer  prices  are 

forecast  to  have  been  flat  in 

March. 

Thursday:  Existing  home 

sales  in  the  US  are  thought 

to  have  drifted  a   little  tower 

from  their  high  levels  last 

month.  Consumer  price 

Inflation  in  the  Tokyo  area  Is 

thought  to  have  remained 

around  zero  In  February. 

German  producer  prices  are 
projected  to  have  continued 

falling  in  February.  French 

consumer  spending  Is 
forecast  to  have  fallen  in 

February,  while  the  trade 

surplus  narrowed  In  January. 

Friday:  Economic  growth  in 

Denmark  is  thought  to  have 

slowed  in  the  fourth  quarter, 

following  the  sharp  bounce 
back  In  the  third. 

rj«na  on  March  28 
 where  he  is 

expected  to  meet  h
igh-level  officials  f

or 

dtecosaons  on  t
he downturn,  trade  -   a   contenb

ousjssue 

-   aid  the  forthcoming  v«t  c#
  Zhu 

Rongji,  the  Chinese
  premier,  to 

Washington  fa  Ap
riL 

Holidays 

India  (Bombay  and  Delhi),  Cy
prus 

The  fata  of  General  Augusta  Pinochet  Has  In  the  hands  of  the  UK’s  House  of  Lords  when  it  nties  on  Wednesday  whether  to  extradite  the  1 

a   heads  of  state  summit  on 

Wednesday  aimed  at  agreeing 

budgetary  reform.  Topics  for 

discussion  include  negotiations  on  a 

trade  agreement  with  South  Africa  and 
relations  with  toe  US. 

Holidays 

Japan,  Colombia,  S   Africa,  Albania 

FT  survey 

Switzerland 
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Opec  meets  on  cuts 
Oil  ministers  from  the  Organisation  of 

Petroleum  Exporting  Countries  are  due 

to  give  details  of  the  latest  production 
cuts  at  a   meeting  In  Vienna  Last  week 

Youcef  Yousfi,  toe  Algerian  oil  minister 

and  Opec’s  president  said  total  Opec 
cuts  under  the  latest  production 

restraint  plan  amounted  to  1.7m 

barrels  a   day,  while  non-Opec  states 
would  contribute  an  additional  400,000 

b/d. 

Arafat  due  to  visit  US 
Yasser  Arafat,  toe  Palestinian  leader,  is 

scheduled  to  visit  Washington  to  meet 

US  president  Bill  Clinton,  Madeleine 

Aftxight,  the  US  secretary  of  state,  and 
other  senior  officials.  Palestinian 

officials  have  said  that  Mr  Arafat  might 

consider  delaying  declaration  of  a   state 
in  the  West  Bank  aid  Gaza  Strip  if 

Europe  and  the  US  promised  to 
recognise  Palestinian  statehood  at  a 

later  date.  Washington  has  advised  Mr 

Arafat  to  delay  the  declaration. 

Primakov  in  debt  talks 

Yevgeny  Primakov,  the  Russian  prime 

minister,  is  due  to  fly  to  Washington  for 

talks  with  A1  Gore,  US  vice-president 
and  toe  International  Monetary  Fund. 

Talks  will  centre  on  toe  Russian  debt 

crisis.  The  Russian  media  has 

portrayed  toe  trip  as  a   make-or-break 
event  in  Mr  Primakov's  six-month 
premiership. Holiday 

Pakistan 

FT  surveys 

Investing  in  South  Africa:  Stocks  and 
Derivatives  Exchanges 

WEDNESDAY  24 

EU  budgetary  reform 
European  Union  heads  of  state  meet  in 
Berlin  for  toe  first  time  since  toe 

resignation  en  masse  last  week  of  toe 

European  Commission  over  allegations 

of  nepotism  and  mismanagement  It  is 

possible  they  will  name  a   successor  to 
Jacques  Sant er,  commission  president 

but  Germany  wants  to  concentrate 
efforts  on  budgetary  reform  and  may 

leave  toe  new  appointment  to  a 
second  summit  shortly  afterwards. 

The  budgetary  reform,  aimed  at 

allowing  the  EU  to  enlarge  to  the  east, 
centres  on  how  member  states  pay 

towards  toe  costs  of  running  the  union, 

farm  subsidies  and  regional  aid. 

Agriculture  ministers  have  agreed  on  a 

package  of  farm  reform  but  heads  of 
government  may  want  further  savings 
in  order  to  stabilise  spending. 

There  is  pressure  for  a   freeze  on 

regional  aid  spending.  The  debate  on 

budget  contrfoutions  will  focus  on  a 
desire  by  Germany,  toe  Netherlands, 
Sweden  and  Austria  to  cut  their 

spending.  The  UK  says  its  budget 
rebate,  negotiated  by  former  premier 

Margaret  Thatcher,  is  not  for 

negotiation,  although  other  countries 
are  determined  to  seek  concessions 

from  Britain. 

Pinochet  judgment 

The  long-awaited  judgment  by  the 

House  of  Lords,  the  UK's  most  senior 
court,  on  toe  case  involving  General 

Augusta  Pinochet,  toe  former  dictator 

of  Chile,  is  due  to  be  made  known 

today.  The  court  is  due  to  rule  on 

whether  the  general  should  be  granted 

immunity  from  prosecution  for  alleged 
crimes  against  humanity  or  be 

extradited  to  Spain  to  stand  trial. 

The  judgment  is  widely  regarded  as 
a   test  case  of  international  human 

rights  law.  The  Spanish  authorities  are 

seeking  Gen  Pinochet's  extradition 

nwr  CMean  dictator  to  Spain 

from  toe  UK  to  face  charges  of  torture, 

hostage  taking  and  conspiracy  to 

murder  during  his  rule  in  the  1970s 
and  1980s.  If  toe  Lords  rules  in  Gen 

Pinochet’s  favour,  it  Is  expected  he  wHI 

be  flown  back  to  Chile  within  a   matter 

of  hours. 

Finnish  poll  result 
Finland's  election  boards  are 

scheduled  to  announce  the  results  of 

the  general  election  held  on  March  21. 
The  campaign  was  described  as 

lacklustre,  although  last  week  polls 

suggested  that  the  mood  was  swinging 

against  prime  minister  Paavo 
Lipponen's  Social  Democrats.  The  SDP 

leads  the  “rainbow  cos/rtfon",  the 

five-party  administration.  One  thing, 

however,  seems  certain:  the  outcome 

will  be  another  multi-party  coalition 

government. FT  surveys 
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Business;  Cuba 

Weapons  ban  plea 

President  Jiang  Zemin  of
  China 

addresses  the  United  Nati
ons 

disarmament  conference 
 in  Geneva  on 

the  last  day  of  its  current
  session.  Mr 

Jiang,  who  is  on  a   thr
ee-nation 

European  tour,  is  expected  to  repeat
 

China’s  caH  for  the  confere
nce  to 

negotiate  a   ban  on  weapons
  in  outer 

space.  China  is  bitterly  oppos
ed  to 

deployment  of  a   US-backed  mia
ate 

shield  in  Asia  protecting  Japan,  South
 

Korea  and  possfofy  Taiwan  
from 

mtssfle  attack.  Russia  has  also 

objected  to  the  plan  whkto  it  says  is  in 

breach  of  a   1972  missile  defence 

treaty. 

Drug  patent  talks 
Public  health  and  consumer  groups, 

governments,  pharmaceutical companies  and  international  bodies, 

including  the  World  Trade  Organisation and  World  Health  Organisation,  meet  in 

Geneva  to  discuss  the  controversial  . 

issue  of  compulsory  licensing  of 

phamaceuticals  patents.  The  meeting, 

organised  by  M6decins  Sans  Frontidree 

and  two  other  non-governmental 

organisations,  win  focus  on  the  Aids 

epidemic  In  developing  countries  and 
other  instances  where  patients  have 
little  or  no  access  to  patented  chugs. 

Sevens  kick  off 
Twenty  four  tears  wiD  compete  In  the 

gruelling  Hong  Kong  Sevens  rugby 
tournament  (to  March  28),  including 

Australia,  New  Zealand,  France, 
Scotland  and  Samoa. 

SUNDAY  28 

Cuban  home  run 

US  major  league  baseball  returns  to 
Cuba  lor  the  first  time  tn  40  years  with 

the  appearance  there  of  the  Baltimore 
Orioles.  The  US  town  win  take  on  the 

Cuban  national  team  In  Havana  The 

Daley’s  mission 
William  Daley,  the  US  commerce 

secretary,  is  due  to  arrive  in  South 

Korea  (until  March  28)  for  discussions 
about  trade  and  business.  He  wHI  be 

accompanied  by  executives  from  US 

fast  games  played  in  Cuba  by  US 

major  league  teams  were  in  1999,  " 

shortly  after  President  Fidel  Castro's 
revolution. 

CompBed  by  Bob  Vincent 
companies.  Mr  Daley  will  travel  to  I   Fax  44  171  873  3196 

ECONOMIC  DIARY 

Statistics  to  be  released  this  week 
Economic 
Statistic 

Q4  final  OOP~ 

Q4  final  QOP- 04  current  account 

Jan  PPT   

Jan  rwail  satoaf 

Jan  industrial  production^ 

Jan  industrial  production** 
Jan  quarterly  unemployment 

Feb  RPT 

FobRPlX**   

Feb  EU  harmonised  CPI 

BTM-Schrodws,  March  20 

Redbook,  March  20 

Jan  global  visible  trade 

Feb  ex-EU  visible 

Feb  dwable  orders 

Feb  durable  shipments 

Jan  bade  batancet 

Feb  CPI  final*   

Feb  CPI  final*'   

Fab  household  eansumpHont* 

Jan  EU  trade  balance 

Feb  ex-EU  trade  balance 

Day  . 

n«IWJ  Cowoy 

Mar  26  Japan 

FFrISJfcn  FFr17j2bn 

-Ll.OOObn 

During  the  week.. 

Germany 

Germany 

Germany 

Japan 

Japan 

Japan 

Economic 

Statistic 

Feb  harmonised  CPf 

Feb  harmonised  CPT 

March  unemployment  rate 

Initial  dams  March  20 

State  benefits.  March  13 

Feb  existing  home  safes 

Ml  -   week  ended  March  16 

M2  -   week  ended  March  15 

M3  -   week  ended  Man*  15 

Feb  motor  vehicle  registrations 

Mar  CR“  (Tokyo) 

Mg  CP)  ex -perishables" 

Feb  CPr  (Nation)   

Feb  CPI  ex-perishables” 
Mar  Mich  sentiment  fin 
Jan  hourly  wages"   

Feb  industrial  production  PI* 

Feb  I   fa  manufacturing  survey  balance 

Feb  Import  prices* Feb  Import  prices**   

Mar  trade  balance  (1st  10  days) 

Feb  supermarket  sales” 

Feb  department  store  sales" 

Previous 

Actual 

2,187 DQO 

5.07  m 

-$8.4bn 

-$14.5bn 

-S29.7bn 

L2,OOObn 

ACROSS 

1   Bitter  admission  by  female 
doctor  (6) 

4   Union  members’  oratory  (6) 
8   Naive  as  Jack  Hawkins 

before  Fagln's  training  (7.) 
9   Declare  intention  of  enter- 

ing toe  journalistic  world (7) 

11  Pamper  tbose  preferring 

“down  under"  for  retire- 

ment? (7-3) 
12  Listener  and  learner  in  the 

Lords  H) 

13  Peer,  but  find  nothing  in store  (5) 

14  Avoid  a   tackle  from  the 
team  and  stride  on  (8) 

18  Even  when  it's  wired  cor- 
rectly. It  can  still  shock  (8) 

18  Lady  in  Mother's  Union  (5i 
20  Miss  spring  (4) 

21  Wholesome  belief  I   can 

spread  around  (10) 

23  Made  to  feel  small?  (7) 

24  Unusually  stout  doctor 
admitted  to  be  way  out  (7) 

25  Nodding  acquaintance? 
<*3) 

26  It  comes  to  something 

when  Dad's  upset  and  out 
of  bed  Mjn 

DOWN 

1   Boxer,  for  example,  has 

gym  equipment  (5) 
2   Heavens,  what  a   cast!  (3~4) 
3   Oriental  writer  held  in 

regard  (9) 

5   I'd  become  involved  with 
her  and  become  engaged 

(5i 

6   Trains  for  smokers?  17} 

7   Lear’s  wry  smile  is  bright 
and  penetrating  (5.4) 

10  Having  a   low  place  to  live 

brings  humiliation  (9) 
13  Escape  for  a   holiday  abroad (5,4) 

15  Surprise  someone  more 
than  he  can  say?  (9) 

17  Premise  for  breaking  rules 

(7) 
IS  A   thousand  spaced  out  in deserts  (7) 

21  Bread-round  in  Dutch  cltv 
(5) 

22  A   bluff  upstanding  moralist 
(5) 

•menft  merth,  “ysar  on  yaa;,  ~   q   on  q.  tssssonaSy  at^uM&d  Sfafcfcc,  courtesy  Sondani  a   Poor*;  MtS. 

MONDAY  PRIZE  CROSSWORD 
No.9,944  Set  by  DANTE 

A   prise  of  a   Tom  bow  Lucca  fountain  pen  and  rollorball  set.  worth  £125. 
will  be  awarded  for  the  first  correct  solution  opened.  Solutions  by 

Thursday  April  1.  marked  Monday  crossword  9.944  on  the  envelope,  to 
the  Financial  Tunes,  1   Southwark  Bridge,  London  SEl  9HL.  Solution  on 

Monday  April  5.  Please  allow  2»  days  for  delivery  of  prizes. 

Kune   —           — — — — 

Address™-   

Winner  of  Puzzle  No.9,932:  Emma  Bennett,  Solihull 

Solution  9.932 

Hnaacna  aasDoasB 

El  Q   □   Q   a   -E  □ 
0000110  O3Q00DIO0D a   a   b   b   b   q   n 
asQaaniEQ  Qramans □   n   s   a   0   n   ,   q 
aans  araaaQBCiQBQ 

g   □   s   □   b   n 
□□aosaanms  dboe 
a   n   o   a   h   a   s 
0301300  sanaHaaE 

□   aaoQBE-m □aoaBBHQ  qhecihe n   a   0   a   nan 
(aaaaanag  -000000 

TOMBOff 
FOR  BUSINESS  GIFTS 

TEL:  1017321  771771 

•   jR: 
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Weighing  the 
price  of 
joining  the  EU 
Closer  links  now  being  forged  with  Brussels  have 
raised  again  the  controversial  prospect  of  eventual 
full  membership,  writes  William  Hall 
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Switzerland  is  on  the  mend. 

bThe  stream  of  negative  eco- 

'   nomic  news  and  interna- 
tional criticism,  which  have 

dogged  the  country  for  the 
past  couple  or  years,  has 
subsided,  and  self-confidence 
has  started  to  recover. 

The  Swiss  economy  is  not 
back  to  where  it  was  at  the 
start  of  the  decade,  when  it 

was  held  up  as  an  interna- 
tional role  model.  Several 

years  of  economic  stagnation 
have  deflated  that  myth.  But 

it  did  grow  faster  in  1998 
than  at  any  time  since  1990. 
Switzerland  has  also  shed 

Its  temporary  image  as 

Europe’s  most  unpopular 
country.  The  initial  arro- 

gance and  insensitivity  of 

the  big  Swiss  banks  in  deal- 
ing with  unclaimed  bank 

accounts  dating  back  to  the 
Holocaust  era  attracted  an 

inordinate  amount  of  world 
attention  in  1997  and  1998. 

The  criticism  has  abated, 

however.  An  international 

historical  commission,  under 

Professor  Jean-Franpois  Ber- 

gier,  is  digging  through  pub- 
lic and  private  records  to 

establish  what  role  a   neutral 

Switzerland  really  did  play 

in  the  second  world  war.  A 

huge  search  for  unclaimed 
Swiss  bank  accounts  of  Holo- 

caust victims,  headed  by 

Paul  Volcker.  the  former 
chairman  of  the  US  Federal 

Reserve,  is  almost  finished. 
Meanwhile.  UBS  and 

Credit  Suisse,  the  two  big- 
gest banks,  have  defused  the 

endless  criticism  of  Switzer- 

land’s wartime  role  by  agree- 

ing to  pay  Sl.25bn  to  settle 
the  US  class  actions  they 

faced  from  American  Holo- 
caust survivors. 

Many  Swiss  regarded  it  as 
international  blackmail.  But 
the  settlement,  which  also 

released  the  Swiss  govern- 
ment, Swiss  National  Bank, 

and  Swiss  industry  from 

future  claims,  has  taken 

Switzerland's  name  out  or 
the  headlines. 

The  final  piece  of  good 

news  for  Switzerland  is  that 

it  has  almost  finalised  its 

long,  drawn-out  bilateral 
negotiations  with  the  Euro- 

pean Union,  it  has  had  a   free 

trade  agreement  since  1972. 

But  in  1992  the  Swiss  Gov- 

ernment's bid  to  join  the 
European  Economic  Area 
was  rejected  by  503  per  cent 

of  the  population  and  16  can- 
tons. Since  then,  Switzerland 

has  been  trying  to  salvage 
some  of  the  benefits  of  closer 

ties  with  the  EU.  which 

accounts  for  over  two-thirds 
of  its  foreign  trade. 

Last  December,  a   deal  was 

agreed  covering  areas  such 
as  free  movement  of  people, 

membership  of  EU  research 

projects,  and  improved 
transport  access.  It  will  cost 
Switzerland  an  estimated 

SFr35Qm  a   year,  plus  the 

unquantified  costs  of  provid- 
ing unemployment  benefits 

to  EU  citizens,  which  might 
be  another  5Fr500m. 

Switzerland- Tia§  bad  'to1 

make  a   number  of  painful 

concessions,  such  as  lifting 

the  ban  on  40-tonne  EU 
trucks,  which  means  that 
there  is  still  an  outside  risk 

that  the  deal,  due  to  be 

phased  in  from  2001,  could 

be  rejected  by  a   popular  ref- 
erendum. 

Nevertheless,  the  big  ques- 
tion now  for  Switzerland  is 

whether  the  deal  marks  the 

final  step  in  normalising  its 
commercial  relations  with 

the  EU,  or  is  the  first  step 

towards  eventual  EU  mem- 

bership. Switzerland’s  eco- nomic ties  with  the  EU  are 

stronger  than  any  other 
□on-EU  member. 

In  February,  the  Swiss 

government  published  a   400- 

page  “integration  report" summing  up  the  advantages 
and  disadvantages  of  EU 

membership  in  response  to  a 

forthcoming  referendum 

calling  for  Switzerland  to 

open  membership  negotia- 
tions. The  report  provides 

the  raw  material  for  debat- 
ing an  Issue  which  is  likely 

to  figure  prominently  in  the 

run-up  to  the  country's  gen- eral election  in  October. 

The  economic  case  for  EU 

membership  is  not  as  strong 
as  sometimes  suggested. 

Switzerland's  big  multina- 
tionals are  well  entrenched 

already  in  the  EU,  and  while 
non-membership  has  proba- 

bly hurt  Switzerland's  medi- um-sized companies,  the 

Swiss  economy  remains  sur- 

prisingly competitive. 
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If  Switzerland  were  to  join 
the  EU  it  would  remove  one 

big  competitive  advantage  - the  low  cost  of  capital.  Hans 

Kaufmann,  Bank  Julius 

Baer’s  chief  economist,  cal- 
culates that  convergence 

would  cost  Switzerland  more 
than  SFrSObn. 

EU  membership  would 

pose  serious  problems  for 

Switzerland's  agricultural 
sector,  which  enjoys  the 

world's  highest  subsidies.  It 

would  also  threaten  Switzer- 
land’s tax  advantages  and 

bank  secrecy  laws,  two  rare- 
ly-mentioned reasons  why 

Switzerland  controls  around 

one-third  of  the  world’s  off- 
shore private  banking  mar- 

ket. The  OECD  and  the  EU 

are  already  taking  a   keen 

interest  in  curbing  Switzer- 
land's perks  in  these  areas. 

Joining  the  EU  should 

enhance  Switzerland's attractiveness  as  a   business 

location  and  probably  raise 

its  below-average  rate  of 

growth.  But  Switzerland  is 

one  of  the  world's  richest countries,  so  it  will  probably 

have  to  pay  SFrSbn  a   year 

for  the  right  to  join  the  EU 
club.  It  is  figures  like  these 
which  explain  why  only  Si 

per  cent  of  Swiss,  polled 

recently  by  Swiss  TV, 
favoured  joining  the  EU. 
The  main  advantages  are 

on  the  political  front.  But 
here  again  the  Swiss  need 

more  convincing.  Ruth  Drei- 

fuss.  59,  Switzerland’s  first woman  president  says  that 

nation-states,  such  as  Swit- 

zerland. are  no  longer  ade- 
quate on  their  own  to 

respond  to  the  growing  num- 
ber of  global  problems. 

Joining  the  EU  has  its  ben- 
efits in  areas  such  a   co-ordi- 

nated policy  on  asylum-seek- ers, but  that  is  not  enough  to 

convince  Switzerland’s  Euro- sceptics.  led  by  Christoph 

Blocher.  a   successful  busi- 
nessman and  populist  politi- 

cian. 

The  recent  resignation  of 

Fiavio  Cotti,  Switzerland's foreign  minister,  and  Arnold 
Holler,  the  justice  minister, 
are  part  of  an  increasingly 

desperate  shake-up  of  the 

Christian  Democrat  party 

(CDP),  designed  to  thwart Mr  B1  ocher’s  increasing  pop- 

ularity, which  is  siphoning 

away  the  party’s  support It  will  be  up  to  Joseph 

Deiss,  53.  Mr  Cotti 's  succes- sor as  Switzerland’s  foreign 
minister,  to  sell  the  benefits 
of  EU  membership,  which 

threatens  to  increase  the 

already  deep  divide  between 

Switzerland's  sceptical  Ger- man-speaking majority  and 

the  pro-EU  French-speaking part  of  the  country. 
Swiss  business  leaders, 

such  as  David  de  Pury.  a 

merchant  banker  and  former 
cochairman  of  ABB,  reject 

Mr  Blocher’s  isolationist  pol- icies. “Rather  than  trying  to 

preserve  the  illusion  of  total 
sovereignty  by  remaining 

outside  the  EU,  Switzerland 
should  join  the  club  and  help 

develop  in  it  the  recipes  that 
it  applied  so  successfully 

within  its  own  borders." 
He  singles  out  Switzer- land's economic  liberalisa- 

tion and  efforts  to  defend 
cultural  and  social  diversity 

as  areas  where  the  rest  of 

Europe  could  learn  from 
Switzerland.  It  is  an  argu- 

ment which  makes  eminent 

sense  to  outsiders.  Whether 
it  makes  sense  to  the  Swiss 

remains  a   moot  point,  which 

perhaps  explains  why  the 

world  does  not  take  Switzer- land as  seriously  as  it 

should. 
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THE  ECONOMY  by  Frances  Williams                 

Asia  is  blamed  for  slowdown 
GDP 
AnKd%cbsngft 

Inflation  rate 

Annurffrctaflelaai' 

Consumer  demand  and  investment  in  plant  and  equipment  are  expected  to  provide  the  brightest  prospects  this  year 

Switzerland’s  economy  grew 

by  2.1  per  cent  last  year  - faster  than  at  any  time  since 

1990  -   but  this  year  the  fore- 
casts are  more  gloomy.  After 

spurting  by  over  3   per  cent 

annually  during  the  winter 
of  1997-98,  economic  activity 

has  steadily  slowed,  and 

most  forecasters  are  predict- 

ing growth  in  1999  of  no 
more  than  1.5  per  cent 

T.iirff  other  European  econ- 

omies, Switzerland  has  been 

hit  by  the  repercussions  of 

the  Asian  crisis,  which  has 

dampened  exports,  not  Just 

to  the  region  but  to  the  fal- 

tering economies  of  its  big- 
gest market,  the  European 

Union.  Nearly  two-thirds  of 
Swiss  merchandise  exports 
go  to  EU  members;  nearly  a 
quarter  go  to  Germany 
alone. 

Incoming  orders  for  Swit- 
zerland's machinery,  elec- 

tronics. and  metals  industry 

-   its  largest  export  sector  - 
fell  2.6  per  cent  last  year  but 
were  down  a   worrying  14  per 
cent  in  the  12  months  to  the 
fourth  quarter. 
The  Asian  crisis  has  thus 

effectively  dashed  Swiss 
hopes  of  making  a   solid 

recovery  from  the  most  pro- 
longed period  of  economic 

stagnation  since  the  second 
world  war.  However,  most 
economists  think  growth 
will  slowly  pick  up  this  year, 

in  common  with  other  Euro- 
pean economies,  to  reach  1.5 

to  2   per  cent  in  2000. 
Consumer  demand  and 

corporate  investment  In  new 

plant  and  equipment  are 
expected  to  be  the  main 
motors  of  growth  in  1999, 

while  the  depressed  con- 
struction sector  will  bump 

along  the  bottom.  A   pick-up 
in  exports,  the  driving  force 
behind  the  recovery  in 
1997-98.  will  have  to  await  an 
acceleration  in  the  world 
economy  predicted  for  the 
second  half  of  the  year. 
There  is  not  much  Swiss 

policymakers  can  do  to 
change  this  course.  Mone- 

tary policy  is  already  accom- 
modating and  guided  for  the 

moment  mainly  by  the  need 
to  stop  the  Swiss  franc  from 
appreciating  too  strongly, 
which  would  erode  the  com- 

petitiveness of  Swiss  compa- 
nies. 

Bruno  Gehrig,  a   member 

of  the  Swiss  National  Bank's 
policy  directorate,  said 
recently  that  the  central 
hank  still  had  room  to  push 

money  market  rates  lower. 
HI  think  the  downside  lee- 

way is  not  yet  completely 
exhausted."  he  said,  noting 

Switzerland's  near-zero  infla- 
tion rate  and  sluggish  eco- 

nomic activity. 
A   rise  of  1   percentage 

point  in  the  standard  rate  of 
value  added  tax  to  7.5  per 
cent  in  January  appears  to 
have  had  little  effect  on 

prices  so  far.  helped  by  fall- 
ing wholesale  prices  and  raw 

materials  costs.  The  govern- 
ment’s advisory  economic 

policy  commission  is  predict- ing inflation  to  average  1   per 

cent  this  year  against  zero  in 
1998.  and  others  believe  it 
"may  be  less. 

Still,  with  the  official  dis- 
count rate  at  an  historic  low 

of  1   per  cent,  and  money 
market  rates  half  equivalent 
euro-rates,  a   loosening  of 

monetary  policy  risks  hav- 

BANKING by  William  Hall 

Secrecy  giving  way 
to  practicalities 
The  Swiss  are  discovering  that  many  of  their  long-standing 
banking  advantages  are  no  longer  unique 

Switzerland's  big  banks, 
which  have  built  their  repu- 

tation and  profits  on  the 

country's  bank  secrecy  laws, 
have  finally  decided  that  it 
is  time  to  start  telling  the 
world  a   bit  more  about  their 
business. 
The  criticism  they  have 

faced  over  the  past  couple  of 

years  because  of  their  insen- 
sitive handling  of  the  dor- 
mant accounts  of  Holocaust 

victims  has  died  down  fol- 
lowing the  decision  of  UBS 

and  Credit  Suisse  to  pay 
$l_25bn  to  settle  the  legal 
claims  against  them  in  the 

US.  But  the  American  litiga- 
tion has  underlined  the  vul- 

nerability to  external  pres- 
sure of  big  banks  from  a 

small  country  which  want  to 
play  in  the  premier  hanking 
league. 

UBS’s  bid  for  Swiss  Bank 
Corporation  was  very  nearly 
blocked  because  of  the  Holo- 

caust asset  controversy  in 
the  US.  What  is  to  stop  US 
legislators  using  the  same 
tactics  again,  for  example,  if 
Switzerland  refuses  to  bow 
to  American  demands  to 

water  down  its  bank  secrecy 
laws  and  hand  over  informa- 

tion which  might  be  useful 
to  the  tax  authorities  there? 

The  days  when  Switzer- 
land’s bankers  could  smugly 

ignore  what  was  going  on  in 
the  outside  world  have  dis- 

appeared. A   country  of  7m 
people  is  far  too  small  to 

support  two  of  the  world’s 
biggest  banks  and  two  of  the 
biggest  insurance  compa- 

nies. If  Swiss  financial  insti- 
tutions are  to  continue  to 

grow  they  have  to  expand 
internationally,  and  this 
means  that  increasingly  they 
must  fall  into  line  with  the 
rules  and  regulations  of 
other  countries. 

It  is  against  this  back- 
ground that  the  Swiss  Bank- 

ers’ Association  fSBA).  the 
Umbrella  organisation  for 

the  country's  400  banks,  will 
hold  its  first  international 

road  show  -   in  the  City  of 
London  in  April.  Pascal  Cou- 

chepin.  Switzerland's  new 
economics  minister,  will  be 
there,  as  will  top  executives 
from  the  Swiss  National 
Bank,  Swiss  stock  exchange, 
and  the  big  Swiss  banks.  It 
will  be  followed  by  visits  to 
other  financial  capitals. 
“We  have  a   very  good 

brand  that  deserves  to  be 

sold,"  says  Jean-Marc  Felix, 
the  SBA’s  head  of  publicity. 
Mr  Felix  used  to  work  for 

Ruoni.  Switzerland’s  most 
Successful  travel  agency, 
and  has  been  hired  to  inject 
some  PR  expertise  into  a 
trade  organisation  which 
until  now  has  been  more 
interested  in  policing  the 

Swiss  bank  rule  book  than 
advertising  the  advantages 
of  the  country  as  a   financial 
centre. 

Switzerland  is  no  light- 
weight in  terms  of  financial 

fire-power.  It  is  the  world's biggest  offshore  banking 
centre,  and  the  SBA  esti- 

mates that  Swiss  hanks  man- 
age SFr3.619bn  in  assets,  or 

around  one-third  of  the 

world’s  offshore  private 
wealth-  The  Swiss  franc  is 

the  world’s  fifth  most  impor- 
tant currency  after  the  US 

dollar,  euro,  yen.  and  ster- 
ling. 

The  country's  400  banks 
employ  more  than  150,000 

people,  and  the  SBA  esti- 
mates that  they  contribute  9 

per  cent  of  the  country’s gross  national  product,  more 

than  twice  as  big  a   contribu- 
tion as  German  and  French 

banks.  In  terms  of  GNP  per 
employee.  Swiss  banking  is 
nearly  twice  as  productive 

Both  the  OEbD 

and  the  European 

Union  are 

working  on 

measures  to 

harmonise  tax 

legislation 

as  chemicals,  another  indus- 
try where  Switzerland  is  a 

world  leader. 

There  are  a   number  of  rea- 

sons for  Switzerland's  bank- 
ing success.  It  is  an  efficient, 

small  country  lying  at  the 
heart  of  Europe.  Zurich, 
Geneva,  and  Lugano  are 

within  an  hour's  flight  of 
virtually  every'  European 
capital.  Swiss  bank  staff  are 
used  to  operating  in  all  three 

languages  of  Switzerland's 
immediate  neighbours,  Ger- 

many/Austria. France,  and Italy. 

Swiss  banks  have  always 
been  more  international 

than  their  peers.  Credit  Sui- 
sse's chief  financial  officer  is 

an  American  and  its  head  of 
asset  management  is  an  Aus- 

tralian. UBS'S  asset  managn- rnent  chief  is  an  American 
multi-millionaire  based  In 
Chicago,  and  Warburg  Dillon 
Read,  its  investment  bank,  is 
run  from  London  by  a 
Dutchman.  English  is  the 
main  business  language  of 
most  Swiss  banks. 
Add  in  the  strength  of  the 

Swiss  franc  over  the  years, 
plus  the  combination  of  low 
inflation,  political  stability,  a 
tradition  of  neutrality,  and 

strong  bank  secrecy  laws, 
and  it  is  easy  to  see  why 

banking  is  big  business  for 
the  Swiss. 
However,  many  of  these 

advantages  are  no  longer 
unique  to  Switzerland,  and 
at  the  same  time  two  of 

Switzerland's  biggest  com- 
petitive advantages  -   its 

bank  secrecy  laws  and  Us 
favourable  tax  treatment  of 

non-residents  -   are  coming 
under  attack. 

Both  the  OECD  and  the 

European  Union  are  working 
on  measures  to  harmonise 

tax  legislation. 
The  European  Commission 

wants  to  compel  members- 
states  to  either  report  inter- 

est payments  to  private  indi- viduals resident  in  the  EU  to 
the  relevant  tax  authorities, 
or  to  levy  a   withholding  tax 

of  20  per  cen  t .   In  the 
short-term  this  works  in  the 
favour  of  Switzerland,  a 

non-EU  member,  as  money 
moves  into  Swiss  banks  to 
escape  the  EU  proposals. 
Victor  FO glister,  deputy 

chief  executive  of  the  SBA, 
says  that  such  a   reporting 

obligation  is  “simply  out  of 
the  question  as  far  as  Swit- 

zerland is  concerned".  Swit- zerland has  also  refused  to 

implement  the  recommenda- 
tions of  last  year’s  OECD 

report  on  “Harmful  Tax 
Competition",  which  it 
-described  as  “partial  and 

unbalanced". 
The-BU  has  made  clear  it 

wants  other  countries,  such 
as  Switzerland,  to  adopt  its 
plans  for  tax  harmonisation. 

Mario  Monti,  the  EU  Com- 
missioner responsible  for  tax 

harmonisation,  visited  Swit- 
zerland earlier  this  month  to 

sound  out  the  government 
about  his  plans. 

For  the  moment  Switzer- 
land is  standing  firm.  How- 
ever, some  Swiss  bankers 

and  policymakers  believe 
that  over  time  it  will  have  to 

bow  to  pressures  from  the 
EU  if  it  wants  to  form  closer 

ties.  “There  is  no  mystery 
that  some  authorities  will 

try  to  force  more  bank  dis- 
closure, and  tax  harmonisa- 

tion will  be  the  tool,"  says 
Rudi  Bogni,  head  of  UBS  Pri- 

vate Banking,  the  world’s biggest  private  bank. 
Swiss  banks  need  to  do  a 

better  job  convincing  the 

world  at  large  that  the  coun- 
try’s bank  secrecy  laws  are 

designed  to  protect  an  indi- 
vidual’s right  to  privacy, 

rather  than  their  right  to 
escape  paying  taxes. 

Until  now  they  have  tailed 
to  make  a   convincing  case, 
which  may  help  explain 
their  decision  to  step  out 
and  argue  their  case 
abroad. 

Les  Fils  Dreyfus  &   CIE 
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ing  -   in  Keynes's  phrase  - the  same  effect  as  pushing 

on  a   piece  of  string. 
The  fiscal  room  for  man- 

oeuvre is  even  more  circum- 
scribed. After  a   string  of  big 

deficits  this  decade  the  gov- 
ernment- is  aiming  for  bud- 

get balance  by  2001,  defined 
in  practice  as  a   deficit  of  less 
than  SFrlbn.  That  will  mean 
further  spending  cuts  over 
the  next  two  years. 

Though  the  1998  deficit  of 
SFr2.5bn  was  much  smaller 
than  the  budgeted  SFr7.6bn, 

the  projected  deficit  this 
year  is  around  SFr4bn,  fall- 

ing to  SFrUbn  In  2000. 
The  1998  accounts^  which 

do  not  include  the  one-off 
SFr2.9bn  in  proceeds  from 
the  partial,  privatisation  of 
Swisscom,,  the  state-owned 
telecoms  operator,  benefited 

in  particular  from  falling 
unemployment  and  a   buoy- 

ant stock  market  which 
boasted  taxes  on  dividends 
and  stamp  duties. 
Slower  growth  this  year  is 

likely  to  halt  the  drop  in  the 
number  of  jobless,  now 

under  3.5  per  cent  of  the 

workforce.  Meanwhile,  the 

stock  market  is  looking 
much  more  vulnerable  to 

bad  news. 
The  Swiss  government  can 

taku  some  satisfaction -from 
the  fact  that,  contrary  to 

expectations  last  year,  the 

general. government  deficit 

did  not  overshoot  the  Ell's 
criterion  for  joining  the  sin- 

gle currency,  coming  in  well 
under  3   per  cent  of  GDP. 

This  year's  public  deficit  is 
budgeted  at  L9  per  cent  of 

GDP,  easily  within  target.  ' However.  '   public  debt, which  has  soared  during  the 

1990s,.  is  predicted,  to  reach 
SFr210ba  by  end-1999,  close 
to  the  limit  for  EU  economic 
and  monetary  union  of  60 
per  cent  ef  GDP.. 

Though  Switzerland  can- 
not join  the  euro,  as  It  is  not 

an  EU  member,  it  has 

always  prided  itself  on  run- 
ning the  economy  at  least  as 

well  as  its  neighbours.  With 
the  advent  of  the  euro  this 
year  the  country  cannot 
afford  to  get  too  tar  out  of 
line  with  the  euro-zone 

countries,  which  indode  its 

main  trading  partners.  . 

Though  the  central  bank denies  tt  is  pursuing  a   policy 

of  shadowing  the  euro,  many 

analysts  believe  it  has  in 

mind  an  acceptable  bench- mark of  around  €1.57,  below 
which  it  would  take  action 

to  bring  the  Crane  down. 
Nervousness  over  Brazil 

pushed  the  franc  close  to 
thfg  level  earlier  this  year. 

Though  it  has  not  experi- enced the  sustained  upward 

pressure  feared  by  the  pessi- 

mists, the  Swiss  currency’s 
status  as  a   haven  from  tur- moil on  foreign  exchange 
markets  is  expected  to  keep 

it  strong  against  the  euro  in the  foreseeable  future. 
Lombard  Odier,  a   Geneva 

private  bank,  also  points  to 
Switzerland's  high  national 
savings  rate  and  its 
SFr4O0bn-plus  net  assets 
abroad  which  virtually  guar- 

antee a   large  permanent  cur- rent account  surplus. 

The  latest  estimates  indi- cate that,  despite  a   swing  in 

the  trade  balance  from  sur- 
plus to  deficit,  the  current 

account  surplus  last  year 

1994  1995  1996  19971998 

10-yr  benchmark  bond  yield 
1994  1995  1996  1897  199899 Unemployment  fafe 
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1994  1995  1996  1997  199899  1994  1995  1996  1997  199899- 

was  a   hefty  SFrSl.lbn,  or 
more  than  8   per  cent  of  GDP. 

In  the  longer  term,  and  in 
possible  anticipation  of Swiss  EU  membership,  most 
economists  expect  a   gradual 

convergence  of  Swiss  and 
euro-zone  interest  rates. 

Hans  Kauftnann,  of  Zurich- based  Bank  Julius  Baer 
claims  convergence  alone 
could  cost  Switzerland  more than  SFr20bn.  an  uncomfort- 

ably high  price  for  the  bene- 
fits of  EU  membership  and 

the  euro-peg. 

PROFILE 
RUTH  DR  El  FUSS 

There’s  two  firsts 
for  la  Presidente 
Ruth  Dreifuss,  Switzerland’s home  affairs  minister  and 

1   this  year's  holder  of  the 
rotating  presidency,  is  not  in 
the  least  presidential.  Her 
plain  office  in  the  interior 
ministry  building  would 

probably  be  sniffed  at  by  a 
senior  civil  servant  in  most 

European  administrations. 
She  has  no  entourage.  Her 

press  officer  wears  jeans. 
The  atmosphere  is  informal 
and  open,  just  like  Madame 
la  Presidents. 

The  president's  job,  which 
is  passed  around  the 
seven-member  coalition 
cabinet,  carries  no  real 

power,  but  for  a   year  the 

person  who  holds  the 
presidency  is  the  face 
Switzerland  presents  to  the 
world.  The  face  this  year  is 

that  of  Switzerland's  first 
female  and  first  Jewish 

president  in  700  years  of 
nationhood  -   and  a   socialist, 
feminist  trade  unionist  to 

boot Symbolic  perhaps,  but  a 
helpful  corrective  to  the 
prevalent  image  of 
Switzerland  as  a   nation  of 

Alpine  pastures,  chocolate, 
and  impassive  bankers  In 
suits  calmly  counting  their 

money  derived  from  the 
honors  perpetrated  by  the 
Naas. 

Ms  Dreifuss  welcomed  last 

year’s  $1.25bn  settlement  by 
the  two  big  Swiss  banks 
with  Jewish  organisations, 
which  effectively  put  an  end 
to  threats  of  lawsuits  and 

financial  sanctions  against 
1   Swiss  banks  and  industry. 

But  she  says  Switzerland 
must  continue  its  efforts  to 
come  to  terms  with  its  past 
and  draw  lessons  from  its 

mistakes. 
One  such  lesson,  she 

argues,  is  the  need  for Switzerland  to  take  a   more 

open  world  view  and  a   more 
active  role  in  international 
institutions,  both  in  its  own 
interests  and  for  reasons  of 
solidarity. 

A   former  government  aid 
worker,  Ms  Dreifuss  is  a 

strong  supporter  of  the 
proposed  Swiss  Solidarity 
Foundation  to  help  victims 
of  human  rights  abuses  and 
disasters  worldwide. 

Like  her  fellow  cabinet 
members,  she  also  hopes 
Switzerland  will  soon  join  the 

Ruth  Dreifuss:  "We  must  draw  lessons  from  past  mstakes'  AP 

United  Nations  and  become 
a   foil  member  of  the 

European  Union.  Even  in  the home  affairs  ministry,  she 

says,  problems  are  no 
longer  amply  domestic.  The fight  against  Aids,  coping 

with  drug  addiction,  social 
security  policies,  to  take  just 
three  examples,  all  need  to 
be  considered  in  a   wider 

European  or  international 

context 
Ms  Dreifuss  has 

nevertheless  put  her  own 

personal  imprint  on  the  work 
of  the  ministry  since  taking 
over  the  helm  five  years  ago. 

In  particular,  she  has  fought 
to  maintain  and  improve 

Switzerland's  soda!  welfare 

system,  including 
introduction  of  a 
state-financed  maternity 
benefit  She  also  plans  a 

revision  of  the  state  pension 
scheme  that  will  give  men 
and  women  equal  treatment 
and  a   flexible  retirement  age. 

To  push  this  plan  through, 

and  keep  Switzerland’s social  policies  in  socialist 
hands,  Ms  Dreifuss 
renounced  the  chance 

afforded  by  a   cabinet 
reshuffle  in  March  to  take  on 
the  more  prestigious  foreign 

affairs  portfolio  for  which 
many  thought  she  was 

ideally  suited.  ■ Apart  from  her international  outlook.  Ms 

Dreifuss  speaks  all  thre& Swiss  languages  -   mother  _ 
tongue  French,  German,  and 
Italian  -   as  well  as  English 
and  Spanish.  Bom  58  years 

ago  at  St  Gall,  in German-speaking  eastern 
Switzerland,  she  spent  most 

of  her  childhood  in 
francophone  Geneva,  the 
canton  she  now  represents 
in  the  cabinet 
Ms  Dreifuss,  who  is  single, 

did  not  follow  the  traditional 
course  of  a   politician, 
working  as  a   secretary  and 
journalist  before  completing 
an  economics  degree  at  the 

age  of  30.  In  the  1970s  she 

worked  for  the  government's development  and 
co-operation  agency  before 

becoming  secretary  of  the 

biggest  Swiss  trade  union federation. 
Elected  to  the  cabinet  In 

1993,  she  was  only  the 

second  woman  to  gain  this 

rank  since  women  were 

given  the  vote  in  1971. However,  a   third,  lawyer 

Ruth  Metzter,  was  elected  - earlier  this  month.  Ms 

Dreifuss  can  take  some 
satisfaction  from  the  fact 
that,  during  her  presidency, 
the  cabinet  has  two  women 
members. 

■'■..'M&m 

Frances  Williams 
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Shortage  of  experience  is  no  bar 
Ruth  Metzler.  34.  is  the 
freshest  face  in 

Switzerland's  seven-member 
Federal  Council,  writes 

William  Hafl. She  is  not  only  the 

youngest  Federal  Councillor but  also  comes  from  the 
smallest  Swiss  canton, 

Appenzell  Inner-Rhodes.  In fact,  it  Is  only  a   half 
canton,  and  with  a 

population  of  14,800  is smaller  than  many  English 

district  councils. 

Mrs  Metzter  studied  law  at 
Fribourg  University  and 

works  for PricewaterhouseCoopers, 
the  international 

accountancy  firm,  as  well  as 

being  Appenzeil's  part-time finance  director.  She  was 
the  first  woman  to  be 

elected  in  Appenzell,  which 
was  also  the  last  canton  to 

give  women  the  vote. Her  election  as  Federal 
Councillor  caught  many 

Swiss  by  surprise  because 

she  has  no  experience  of 
national  politics  and  has 
spent  less  than  three  years 

in  local  government  politics. 
She  belongs  to  the  Christian 
Democrats,  one  of  the  four 

parties  in  the  coalition 
government,  and  their  share 
of  the  vote  has  been slipping. 

Many  observers  see  her 
appointment  as  an  effort  to 
rejuvenate  the  party’s  image 

ahead  of  next  October’s national  elections 
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THE  CANTONS  by  Frances  Williams 
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Regional  reform  clock  ticking 
Campaigns  to  consolidate  local  government  are  beginning  to  gather  momentum 

An  unexpected  spin-off  from 
Switzerland's  debate  on  its 
future  within  Europe  has 
been  a   questioning  of  the 
role  of  its  26  cantons.  The 

implications,  for  many 
Swiss,  could  be  as  profound 
as  a   move  to  join  the  EU. 
The  Swiss  are  pretty 

parochial,  and  proud  of  it. 
Strong  local  identities  have 

their  roots  deep  in  the  past  - 
in  Isolated  mountain  com- 

munities and  in  the  tiny 

independent  states  that  one 
by  one  chose  to  adhere  to 
the  Swiss  Confederation- 
Even  today.  Swiss  children 

inherit  citizenship  of  the 
commune  of  their  ancestors. 
And  while  the  Swiss  cantons 
are  no  longer  independent 

states,  they  retain  their 
distinct  identities  and 

many  of  the  vestiges  of  state- 
hood. 
They  have  their  own  con- stitutions and  parliaments 

which  pass  laws;  they  set 

their  own  income  and  corpo- 
ration taxes;  they  have  their 

own  education  and  welfare 

systems  and  their  own  envi- ronmental rules.  The 

“Republic  of  Geneva”  even 
publishes  its  own  balance-of- 
payments  statistics. 

With  the  exception  of  the 
creation  of  the  canton  of 
Jura  in  1979,  the  boundaries 
of  the  cantons  (Including  six 
autonomous  half-cantons) 
have  barely  changed  since 

Switzerland  became  a   mod- 
ern federal  state  in  1848.  In 

the  past  taw  months,  how- 
ever, proponents  of  a   merger 

between  Geneva  and  Vaud 

in  French-speaking  Switzer- 
land have  begun  collecting 

signatures  for  an  eventual 
referendum.  Politicians  in 

north-west  Switzerland  have 
formed  a   cross-party  group 

to  campaign  for  a   region 
based  around  the  Rhine  city 

Of  Basle. Meanwhile,  the  six  small 

cantons  of  central  Switzer- 
land, already  linked  through 

a   co-operative  forum  (and 
the  Lucerne  football  team), 

have  started  talks  on  form- 

ing a   single  region.  A   local 
poll  in  January  found  that  87 
per  cent  of  those  questioned 
wanted  closer  cantonal  col- 

laboration and,  surprisingly 

for  an  area  seen  by  the  rest 
of  Switzerland  as  deeply  con- 

servative, as  many  as  40  per 

cent  viewed  with  approval 
the  creation  of  a   central 
Swiss  region  by  2006. 
These  moves  have  even 

prompted  Switzerland's Green  party  to  consider 

launching  a   national  referen- 
dum campaign  later  this 

year  to  replace  the  cantons 
by  as  few  as  seven  regions. 
Why  all  this  activity  now? 

After  nearly  a   decade  of 

sluggish  economic  growth 
and  the  prospect  of  EU  mem- 

bership some  time  in  the 

next  decade,  Switzerland’s administrative  fragmenta- 
tion is  Increasingly  seen  as 

an  expensive  anachronism. 
Campaigners  for  change 

say  that,  with  a   population 
of  Just  7m,  Switzerland  can 
no  longer  afford  the  luxury 

of  26  separate  local  govern- 
ments, several  so  tiny  that 

two  still  hold  outdoor  assem- 
blies to  vote  on  cantonal 

matters. “Switzerland  has  28  waste 

incineration  plants  and  80 
hospitals,  a   density  unique 

in  the  world,”  the  Tribune de  Genfive  wrote  recently. 

“But  at  what  cost?" 
It  took  the  shock  1992  ref- 

erendum rejection  of  Swiss 
membership  of  the  European 

Economic  Area  -   which 
would  have  given  Switzer- 

land reciprocal  access  to  the 
EU’s  single  market  for 

goods,  services,  capital  and 
labour  -   for  the  government 

to  take  steps  to  end  protec- 
tionist practices  by  cantons 

that  restricted  i nteraal 

trade,  such  as  barring  crafts- 

men and  professionals  with 
out  cantonal  qualifications. 

The  cantons  were  also  per- 
suaded to  open  their  public 

purchasing  to  bidders  from 
other  cantons  without  dis- 

crimination. Otherwise, 
under  Swiss  membership  of 

a   World  Trade  Organisation 

accord  on  government  pro- 
curement. foreign  companies 

would  have  had  better 
access  to  cantonal  contracts 

than  Swiss  ones  on  the 
wrong  side  of  the  cantonal 
border. 

Many  barriers  remain. Insurers  require  patients  to 
seek  treatment  within  their 
canton  rather  than  where costs  are  lowest;  cantonal 

employees  are  subject  to  res- idence restrictions;  cantonal 
governments  Jealously  guard 

their  prerogatives  and  can- tonal workers  their  jobs, 

even  though  financial  pres- sures have  inevitably  led  to 

more  collaboration. However,  for  many  Swiss, 
this  is  no  longer  enough. 
Apart  from  wasteful  duplica- 

tion of  tasks,  they  point  to 
the  huge  disparities  between cantons  in  size  and  wealth, 
taxation,  and  provision  of 

amenities. 

Zurich,  for  instance,  with 
l-2m  inhabitants,  accounts for  over  one-fifth  of  Swiss 
national  income,  while 

Appenzell  Innerrhoden  has 
just  14300  residents  and  con- 

tributes a   miniscule  0.15  per 
cent  of  national  Income.  At 
the  same  time,  residents  of 

Zug.  famous  for  its  l0w 
taxes,  work  in  Zurich,  the 
country’s  commercial  centre, 
and  use  its  amenities  but 

pay  little  or  nothing  towards 

them. 

Even  the  IMF  was  last 

year  moved  to  tell  Switzer- 

land to  simplify  its  ineffi- 
cient tax  “jungle"  under 

which  the  cantons  not  only 
charge  different  tax  rates 
but  have  different  taxation 

systems. 
Though  views  differ  on  the '’natural"  division  of  Swit- 

zerland into  a   few  regions, the  seven  regions  recently 

delineated  by  the  Swiss  sta- tistics office  for  statistical 

purposes  have  taken  on  a certain  life  of  their  own. 

Drawn  up  in  consultation with  the  cantons,  the  regions 

reflect  a   division  based  on common  history,  geography 

and  interests  -   so  much  so 
that  the  cantons  have  had  to 
deny  that  they  represent  a 
blue-print  for  eventual 

reform. 

Nevertheless,  Credit  Sui- sse. the  hanking  group,  pub- 
lished a   study  in  February 

showing  how  such  a   division 
would  reduce  inequalities  in tax  rates,  the  tax  base  and 
access  to  public  services, 
with  each  region  having  at 
least  one  important  urban 
centre  surrounded  by  dormi- 

tory villages  and  country-  - 

side. 

No  one  expects  rapid 
change,  it  may  take  a   decade or  mare  for  the  first  cantons to  coalesce.  But  what  was 
until  recently  almost unthinkable  has  now 
Mcome  simply  a   matter  of time. 
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HoUing  the  Swiss  Guard  s   flag,  and  with  his  right  hand  raised  to  signify  the  Trinity,  a   new  recruit  swears  Ms  oath  of  all  eg  tan  oe  to  the  Pope 

VATICAN  SWISS  GUARD  by  Jennifer  Grego 

A   long  and  glorious  history 
j   Some  centuries-old  traditions  survive  as  the  Pope’s  protectors  face  fresh  challanges  of  the  new  millennium Switzerland  has  all  sorts  of 

export  industries,  but  the 
most  exotic  must  be  the 

Swiss  guard,  the  world's 
smallest  army,  which  has 
guarded  the  Pope  for  nearly 
500  years,  its  soldiers  are 
drawn  largely  from  the 
catholic  cantons  of  central 
Switzerland  and  are  a 
throwback  to  the  days  when 

Switzerland's  main 
export-earner  was  its 
fighting  men. 

In  the  14th  century  there 
were  15.000  Swiss 
mercenaries  who  left  in 
summer  to  help  the  French, 
Italians  and  Germans  win 
their  battles,  before 
returning  home  for  winter. 
The  mercenaries  were 
renowned  for  their  courage 
in  battle  and  loyalty  to  those 

they  served. 
Today,  all  that  remains  is 

the  Pope’s  105-strang  Swiss 
Guard.  Their  basic  weapon 

is  still  a   seven-foot  long 

boarding-pike,  and  who  is  to 
say  whether  a   pair  of 
smartly-crossed  pikes  at  the 
foot  of  ihe  Scaia  Reggia 
wielded  by  two  tall  figures  in 
lfith  century  dress  designed 

by  Michelangelo  is  not  more 
disconcerting  than  a 

policeman  with  a   gun-belt? 
Any  young  recruit  needing 

inspiration  and  encourage- 
ment for  long  hours  of  guard 

duty  in  a   picturesque  but 
hardly  comfortable  dress 
uniform  has  only  to  take  a 

short  walk  to  the  “Stanze  of 
Heliodorus"  to  see  one  of 
Raphael's  finest  works:  The 
Miraculous  Mass  of  Boise  no. 

Here  a   group  of  his  forebears 
kneel  before  the  altar  wear- 

ing an  earlier  and  even  more 
extravagant  version  of  the 
current  scarlet,  blue  and 

gold  uniform.  A   soldier  in 
the  foreground  bolds  an 
exact  replica  of  the  blue 
beret  still  worn  today,  along 
with  the  sheathed  sword. 

Founded  in  1506  by  Raph- 
ael’s patron,  Pope  Julius  U, 

the  Swiss  Guard  has  a   long 

and  glorious  history.  Its 
toughest  test  came  during 
the  Sack  of  Rome  on  May  6 

1527,  when  147  Swiss  lost 
their  lives  protecting  Pope 
Clement  Vli  from  the 

French  and  German  merce- 
naries of  Emperor  Charles  V. 

Since  the  assassination 

attempt  on  the  Pope  in  1981 
no  one  can  doubt  that 

defending  the  Pope's  life  is  a serious  business.  Recruits 

not  only  swear  allegiance  "to give  my  life  if  necessary  to 

safeguard  the  Pope"  -   three lingers  of  the  right  hand 

raised  to  symbolise  the  Trin- 

ity -   but  are  trained  in  mod- 
ern techniques  of  self-de- 

fence by  an  Italian  black-belt 
judo  instructor  and  have  reg- 

ular weapons  training  at  an 
Italian  army  base.  Swiss 

police  advise  on  crowd  con- trol techniques. 

In  recent  years  doubts 
have  begun  to  be  cast  about 
the  future  of  the  Swiss 

Guard.  In  the  past  the  Vati- 
can could  rely  on  loyal  Swiss 

aristocrats,  such  as  the  Pyf- 
fer  von  AItjshofen  family 
from  Lucerne,  to  supply  the 

captain  mwmandpnt  of  the 
Swiss  Guard,  and  there  was 
always  a   good  supply  of 

young,  unmarried  German- 

speaking recruits  of  "irre- 
proachable character"  will- ing to  serve  their  Pope. 

But  low  wages  and  a   short- 
age of  senior  Swiss  soldiers 

willing  to  devote  their  time 
to  a   largely  ceremonial 
career  have  made  it  Increas- 

ingly difficult  to  fill  the 
ranks  of  the  Swiss  Guard 

with  the  right  calibre  of 
recruit.  The  tensions  came 
to  a   head  last  year  with  the 

murder  of  tbe  newly-ap- 

pointed Swiss  Guard  com- mandant, Alois  Estermann, 
and  his  wife,  by  a   young 

guard  who  had  been  passed 

over  for  promotion. 
Pius  Segmllller,  46,  the 

new  commandant,  has  the 
uncomfortable  task  of  lead- 

ing the  Swiss  Guard  into  the 
21st  century.  As  well  as 

being  a   soldier  he  has  a 
degree  In  philosophy  from 
Fribourg  university  and  a 
managerial  background.  He 

wants  to  raise  the  Guard's profile  in  Switzerland  and  la 

Investigating  ways  of  secur- 
ing Swiss  industry  sponsor- 
ship which  could  Improve 

the  earnings  and  career  pros- 
pects of  tbe  Guard. 

The  approach  of  the  Holy 

Year  is  causing  him  particu- 

lar concern.  He  has  no 
reserves  and  wants  to  boost 
the  size  of  his  regiment  to 
120  in  order  to  cope  with  the 
extra  25m  pilgrims  who  are 

expected  to  converge  .on  tbe 
Vatican.  The  16th  century 

Sack  of  Rome  may  be  a   mere 

tiff  by  comparison. 

PROFILE 

JAKOB  KELLENBERGER 

One  of  the  men 

who  give  diplomats 

a   good  name If  Jakob  KeHanberger, 

Switzerland's  most  senior 

diplomat,  worked  in  Britain's 
Foreign  Office,  he  would 
have  received  at  least  his 
Companion  of  the  order  of 
St  Michael  and  St  George 

(CMG),  which  some  Britons 

jokingly  refer  to  as  "Call  me 

God“. 

But  Switzerland  never 
honours  its  politicians,  let 
alone  its  diplomats.  And 
while  some  Swiss  officials 
are  more  visible  than  others, 
the  bearded  Mr 

KeUenberger,  54-year-old state  secretary  in  the 

Federal  Department  of 
Foreign  Affairs,  has  always 

kept  a   low  profile.  Whether 

he  >s  fighting  Switzerland's comer  in  Brussels  or 
mediating  between  the  US, 

China,  and  the  two  Koceas 
on  the  four-party  talks  on 

the  Korean  peninsula,  it  is 

easy  to  mistake  him  for  a 

lowly  official  note-taker. Mr  KeUenberger  Is  the  kind 

of  person  who  gives 
International  diplomats  a 

good  name. 

A   friendly,  unassuming 

man  with  a   gift  for 

languages,  he  does  not suffer  from  the  pomposity 

which  afflicts  some  officials 

as  they  climb  the  diplomatic 

ladder.  After  studying  at  the ' 
universities  of  Zurich,  Tours, 

and  Granada,  he  joined  the 
Swiss  diplomatic  service  in 
1974  and  worked  In  Madrid, 
Brussels  and  London  before 

taking  on  what  has sometimes  seemed  his 
life-long  work  -   leading 

Switzerland’s  long, 
drawn-out  negotiations  to 
strengthen  Its  ties  with  the European  Union.  . 

After  more  than  four,  years 
of  tough  bargaining  Mr 
KeUenberger  finally  signed 

the  deal  last  month.  'The bilateral  agreements  cover 
the  most  urgent  needs  of 
the  economy,  especially  In 

terms  of  Improved  access  to 

Jakob  K   alien  berger  no 
hints  of  pomposity 

the  Internal  market  But 

border  controls  and  rules  of 

origins  remain,"  says  Mr KeUenberger. 

The  conclusion  of  the bilateral  negotiations  is  just 
the  first  step  towards 

eventual  EU  membership.  "It is  important  that  we  can 
make  our  own  voice 

efficiently  heard  in  Brussels 
and  fully  participate  In  the 
EU  decision-making 

process." 

Gradual  political 
marginalisation  will  be  an 
Increasing  problem  for 
Switzerland. 

Its  economy  has  proved 

its  competitiveness,  and  "it Is  possible  to  stay  outside  If 
you  are  competitive 
enough",  says  Mr 
KeUenberger,  noting  that 

Switzerland's  big  companies 
are  well  represented  In  the 

EU.  But  It  Is  the  future  of 

Switzerland's  small-  and medium-sized  exporters 
which  worries  Mr 

KeUenberger  If  Switzerland 
turns  its  back  on  EU membership. 

However,  the  EU  Is  not  the 

only  issue  on  Mr 

Kellenberger's  foreign  policy 

agenda.  Switzerland  wants 
to  became  more  involved  in 

crisis  prevention  and  crisis 

management  in  the  world's 

trouble  spots.  It  Is  not  purely 
altruistic.  "We  are  feeling  the 
effect  of  these  crises, 

especially  in  terms  of uncontrolled  migration  and 

asylum  flows,”  says  Mr 
KeUenberger. 

Switzerland  is  a   primary 

target  for  asylum-seekers from  Kosovo.  The  UK,  for 

example,  takes  62  asylum 

seekers  per  100,  OCX) 
inhabitants  while  Switzerland 

takes  453  per  100,000 Inhabitants. 
The  rise  in  domestic  crime 

and  the  need  to  call  in  the Swiss  army  to  defend 

diplomatic  missions  in 
Geneva  and  Bern  is evidence  of  the  increasing 
tensions  in  a   country  which 

Is  not  part  of  the  EU's 
Dublin  Convention  on 
asylum-seekers.  H   a   request 
is  refused  in  one  EU  state, 

an  asylum-seeker  cannot 

apply  to  another 

member-state.  That  situation 
does  not  apply  to 

Switzerland. 

Mr  KeUenberger  is  also 
responsible  for  helping  chart 
a   neutral  course  for  a 

country  In  a   worid  where  the environment  for  neutrality 

has  changed.  "While  it  has not  become  superfluous,  its relevance  as  a   foreign  policy and  security  policy 

Instrument  is  no  longer  the 

same  as  before  the  fall  of 
the  Berlin  Wall,”  says  Mr KeUenberger. 

Switzerland,  which  is  not  a 

member  of  the  United Nations,  takes  Kb  neutrality 

very  seriously.  However,  "it does  not  prevent  us  from 
expressing  solidarity  with  the 
international  community  - 
for  example,  when  it 

Imposes  sanctions  against violators  of  international 
law”,  says  Mr  KeUenberger. 

The  diplomat's 

achievements  have  not  gone 

unnoticed.  Next  year  he  will 

take  over  from  Comeito 

Sommaruga,  a   former 

diplomat,  as  president  of  the Geneva-based  International 
Committee  of  the  Red  Cross 

(ICRQ.  It  aids 
prisonera-of-war,  mediates 
ip  armed  conflicts,  and  is 

one  of  Switzerland’s  great 
unsung  success  stories.  It  is 
not  a   job  that  one  applies 

for. William  Hail 
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INDUSTRY  by  William  HaH^               ;   -           #   “t  *   .   v 

Global  leaders  keep  the  country  ticking 
Exports  from  a   range  of  companies  continue  to  write  a   success  stor

y,  although  tte  important  engineering  sector  is  vulnerable  to  any ^   .   .   . ,       •_           trie  Mnfiirp  the  honrflines.  SWlt-  wurae    

Novartis.  Roche,  and  Nestte, 

along  with  perhaps  a   dozen  othe
r 

Swiss  multinationals,  are  often 

regarded  as  the  flagship 

companies  of  Switzerland  Inc.
 

Thev  rank  amongst  the  global 

leaders  in  their  respective 

industries  and  generate  the  bulk 

of  their  profits  outsid
e 

Switzerland. 

Their  success  is  one  of  the 

main  reasons  why  Switzerland 

wms  by  far  the  biggest  balance 

of  payments  surplus  of  any 

industrialised  country.  Its 

overseas  investments  are  bigger 

than  its  economy,  and  the  near 

SFT20bn  a   year  of  net  investment 

produced  permits  Switzerland 

to  live  very  comfortably. 

The  history  of  the  Swiss  chemi- 

cal industry,  which  started  along- 
side the  river  Rhine  in  Basle 

more  than  a   century  ago.  is  a 

good  example  of  how  Switzer- land’s industries  have  managed 
to  build  up  their  fortunes  and 

adjust  to  the  competitive  upheav- als which  have  demolished  many 

of  their  competitors. 
Switzerland's  neutrality  during 

two  world  wars  clearly  helped,  as 
did  its  rather  cavalier  ignorance 

of  foreign  patent  laws,  in  its 
early  industrial  development.  But 
these  advantages  have  long  since 
evaporated,  and  the  way  in 

which  a   company  such  as  Ciba  - 

whose  "n™p  is  an  abbreviation 

for  Chemische  Industrie  lm  Basel 

-   has  survived  over  the  past  cen- 
tury is  a   testimony  to  Switzer- 

land’s ability  to  build  successful 
long-term  businesses. 
One  hundred  years  ago,  Ciba 

was  Switzerland’s  biggest  cbemi. 
cal  company  and  earning  the 

bulk  of  its  profits  from  textile 
dyes.  Ciba  still  makes  textile 
dyes.  But  if  it  was  as  reliant  on 
them  now  as  it  was  a   century  ago 
it  would  have  vanished  years 

ago.  Instead,  it  began  to  diversify 

into  pharmaceuticals,  and  by 
1996  had  merged  with  Sandoz,  tts 

long-term  textile  dye  rival,  to  cre- 

ate Novartis,  Europe's  biggest 

pharmaceutical  company. 

The  old  speciality  chemicals 
businesses  of  Sandoz  (now 

renamed  Clariant)  and  Ciba  have 

been  spun-off  on  the  stock  mar- ket and  are  numbers  one  and  two 

in  the  global  speciality  Chemical 
industry. 

Meanwhile,  Mettler  Toledo, 

another  of  Ciba’s  old  Swiss  sub- 
sidiaries which  has  its  headquar- 

ters just  outside  Zurich,  has  been 
successfully  floated  on  the  New 
York  Stock  Exchange  and  is  now 
the  world's  leading  manufacturer 

of  precision  weighing  instru- 
ments. 

However,  while  companies 

such  as  Ciba,  Nestle,  and  Novar- 

tis capture  the  headlines,  Swit- zerland’s real  Industrial  success 

stories  -   its'  engineering  compa- 

nies, -   often  go  unnoticed,  with 

the  exception  of  ABB  and  Sulzer. 

There  are  hundreds  of  medium- 
sized  engineering  companies  in Switzerland  which  employ  tor 

more  people  than  Switzerland’s chemical  companies  and  watch- makers -   the  traditional  symbols 

of  the  country's  Industrial  suc- 

cess. - 

Switzerland's  mechanical  and 
engineering  industries  exported 
SFrHMbn  in  1998,  more  than  40 
pa-  cent  of  the  country’s  total 
exports.  It  is  an  industry  which 

employs  more  than  300,000  and 

laboratory  scales,  capable 
 of  mea- 

suring to  an  accuracy  of  one4e
n- 

mmionth  of  a   gramme,  to  giant 

turbines  for  the  world’s  bigges
t 

hydroelectric  power  schemes
. 

Switzerland  ranks  amongst  the 

world's  top  10  machinery  export- 

ers. According  to  statistics  pro- vided by  the  Swiss  Association  of 

Machinery  Manufacturers, 
 it  to 

number  two  in  paper  processing
 

machines,  number  four  in  textile 

machinery,  food  processing  an
d 

in  tools,  and  number  six 

in  precision  tools. Given  that  77  per  cent  of  its 

output  is  exported,  Switzerland’s
 

neering  industry  to  alway
s  vul- nerable to  any  downturn  in 

world  trade  or  sudden  strength
- 

ening in  the  value  of  the  Swiss 

franc,  one  of  the  world’s  str
on- 

gest currencies.  In  the  final  quar- ter of  1998  new  orders  fell  13£  per 
cent 

Exports  to  Asia,  which  account 

for  12  per  cent  of  the  total,  fell  21 

per  cent  in  1999,  but  exports  to 

Europe,  which  account  for  two- 
thirds  of  the  total,  rose  lfl’  per cent,  as  did  exports  to  the  US,  the 

second  biggest  market  It  to  fig- ures' such  as  these  which  help 
pypiain  what  T«t»kps  Swiss  indus- 

try really  tide. 

CONSTRUCTION  by  William  Hall     

Tunnels  will 

ease  pressure 
on  Alps 
Transalpine  rail  freight  will  be  able  to  move 

much  more  quickly  when  this  mammoth 

project  is  completed  early  next  century 
Switzerland  is  gearing  itself 

up  for  Europe's  biggest  con- 
struction project  -   driving 

two  of  the  world’s  longest 
rail  tunnels  through  the 
heart  of  the  Alps. 

Not  since  Alfred  Escher. 
the  founder  of  Credit  Suisse, 
built  the  Gotthard  tunnel  119 
years  ago  has  Switzerland 
undertaken  such  a   giant 

project.  The  plan  to  build  the 
57- Ion  Gotthard  and  33-km 
Lotschberg  tunnels  is  known 
as  Neat,  which  is  short  for 

Neue  Eisenbahn-Alpen- 
Transversale  (new  Alpine 
railway  crossing). 

It  is  the  centrepiece  of  the 
SFr30.5bn  modernisation  of 

Switzerland's  elderly  railway 
network,  and  is  seen  by 
many  Swiss  as  the  price  they 
have  to  pay  to  belong  to 
Europe.  Apart  from  easing 
the  environmental  pressures 

on  Switzerland's  increas- 

ingly congested  routes 
through  the  Alps  it  will  also 
link  Switzerland  into 

Europe's  high-speed  rail  net- 
work. 

In  terms  of  scale,  there  has 
been  nothing  like  it.  The 
existing  Gotthard  rail 
tunnel,  which  was  built  with 
the  loss  of  307  lives,  is  15km 

long.  The  new  tunnel  will  be 
almost  four  times  the  length, 

and  will  be  longer  than  the 
undersea  rail  tunnel  linking 
France  and  the  UK. 
Although  Switzerland  has 

a   long  tradition  of  tunnel 
construction  in  the  Alps,  the 
technical  challenges  of  the 
current  project  are 
considerably  more 
demanding.  The  geology  is 
more  complex  and  the 
tunnels  will  be  much  deeper 
than  previous  ones. 
Currently,  rail  traffic 

through  the  Alps  travels  on 

Work  is  under  way  on  the  Lotschberg  service  tunnel 

a   mountain  railway  system 
with  all  the  drawbacks  that 
involves.  Goods  trains  have 
to  wind  round  the  valleys  to 

pick  up  height,  and  steep 

gradients  increase  the  jour- 
ney time  and  reduce  the  size 

of  the  goods  trains.  The  new 
tunnels  will  be  drilled  at 
much  lower  altitudes,  so 

that  trains  no  longer  have  to 
climb  steep  gradients  and 
can  whisk  through  at  high 

speed. The  higbest  point  of  the 
new  Gotthard  tunnel  will  be 
550  metres,  compared  with 
1,100  metres  for  the  existing 
tunnel.  It  will  be  no  higher 
than  Berne.  The  Lbtschberg 

will  begin  at  800  metres. 
Peter  Zblnden.  deputy 

head  of  the  Swiss  Federal 

Railways  AlpTransit  Got- 

thard project,  says  the  new tunnel  will  lead  to  a   quan- 

tum leap  in  rail  productivity. 
The  new  tunnels  will  allow 

heavier,  faster  and  longer 

freight  trains  of  up  to  1.500 

metres  in  length  and  carry- 
ing up  to  4,000  tonnes.  The 

Gotthard’s  capacity  for 

goods  traffic  will  be  almost 
doubled  with  325  goods 

trains  a   day  compared  with 
the  current  190.  At  present 
two  locomotives  are  needed 

to  pull  a   1.300-tonne  train  up 
the  27  per  cent  inclines  of 
the  Gotthard  and  Lotschberg 

tunnels.  In  future  2,000- 
tonne  trains  will  face  maxi- 

mum gradients  of  12.5  per 

cent Goods  trains  will  be  able 

to  run  at  I60kph  and  passen- 
ger trains  at  up  to  250kph. 
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Journey  times  from  Basle  to 
Milan  will  be  cut  from  over  5 

hours  to  3'/>  hours,  and  it 
will  only  take  2W  hours  to 
travel  from  Zurich  to  Milan, 

which  will  make  trains  com- 
petitive with  air  travel 

The  political  and  financial 

challenges  of  the  new  tun- 
nels have  been  as  demand- 

ing as  the  technical  ones. 
Switzerland  committed  itself 
to  building  two  new  tunnels 
in  tbe  early  1990s  as  part  of  a 

transport  agreement  with 
the  European  Union  which 
expires  in  2005.  Switzerland 
was  allowed  to  ban  the  pas- 

sage of  40-tonne  trucks 
through  Switzerland  if  it 

agreed  to  build  the  rail  tun- 
nels. Transalpine  goods  traffic 
between  southern  and  north- 

ern Europe  has  almost  tri- pled over  the  past  25  years, 

and  projections  indicate  a further  doubling  of  goods 
traffic  and  a   50  per  cent 

increase  in  passenger  traffic 

by  2020. 
An  estimated  lm  trucks  a 

year  are  diverted  around 
Switzerland  as  a   result  of 

the  Swiss  ban  on  40-tonne 
trucks,  causing  congestion 

in  places  such  as  Austria's Brenner  pass.  The  tunnels 

are  also  central  to  Switzer- 
land meeting  the  obligations 

of  a   1994  popular  initiative  to 
protect  the  Alpine  region 
from  transit  traffic. 

As  often  happens  in  Swit- zerland there  can  be  a   big 

gap  between  the  decision  of 
a   popular  vote  and  reality. 
Switzerland  probably  has 

the  best  rail  network  in 

Europe,  but  the  amount  of 
goods  traffic  carried  by  rail 
has  fallen  from  53  per  cent  to 

37  per  cent  since  1970  and Swiss  railways  are  facing 

increasingly  stiff  competi- 
tion from  road  hauliers. 

The  Swiss  are  now 
resigned  to  the  fact  that  they 
will  not  be  able  to  switch  all 
transalpine  goods  traffic  to 
rail  One  side  effect  of  the 

recent  bilateral  pact  with  the 

European  Union  is  that  Swit- zerland has  had  to  agree  to 

lifting  its  ban  on  40-tonne 
trucks  after  2005.  This  will 
considerably  increase  the 

competitive  pressures  on  rail 
in  the  short-term. In  a   bid  to  curb  the  rapid 
growth  in  transalpine  heavy 

goods  traffic,  the  Swiss  elec- torate agreed  in  September 
1998  to  the  Introduction  of  a 
new  weight  and  distance 
related  ton  for  heavy  goods 

vehicles  (LSVA;.  ft  will 
finance  the  bulk  of  the  Neat 

project  and  also  encourage 
the  diversion  of  goods  traffic 
to  rail, 

Switzerland  has  also 

agreed  with  the  EU  maxi- mum charges  for  trucks 

transiting  Switzerland.  It 
had  originally  hoped  to 

charge  SFrGOO  per  truck  in 
order  to  encourage  the  diver- 

sion of  traffic  to  rail  but  was 
eventually  forced  to  accept 
SFT325. 

Whether  this  will  be 

enough  to  reverse  the  recent 
decline  in  transalpine  rail 
traffic  remains  unclear. 

However,  the  Swiss  are  now 
intent  on  getting  the  new 
tunnels  built  The  Gotthard 
should  take  1 2   years,  the 

Ldtschberg  six  years,  and 
create  15.000  jobs. 

It  is  the  biggest  invest- 

ment project  in  Switzer- land’s history,  and  given  the 

country’s  reputation  For 
punctuality  and  detail  it would  be  a   national  disgrace 
if  it  was  not  completed  on 
time  and  within  budget 

TRADING  HOUSES  by  William  Hall 

Worldly  merchants 
boost  the  coffers 
Swiss  neutrality  has  allowed  the  country’s  entrepren

eurs  to  deal 
freely  around  the  world,  and  to  boost  the  services  balance.  .   . 

in  the  Swiss  Association  of  and  the  Dutch,  have  always 

* 

Fidel  Castro.  Cuba’s communist  president  is  not 
the  sort  of  business  leader 
who  likes  hobnobbing  with 

capitalist  entrepreneurs.  But 
when  he  visited  Switzerland 

last  year  be  made  an 
exception  by  going  to  lunch 
at  AndrS  &   Cie  in  Lausanne. 

Andre,  founded  in  1877.  is 
probably  the  biggest  of  a 

group  of  Swiss  international trading  houses.  It  is  also  one 
of  the  most  secretive.  In 
addition  to  trading  in 

agricultural  commodities 
and  operating  related 
industries,  its  activities 
include  trade  and  project 

finance,  shipping,  and  food 
ingredients.  It  is  very  big  in 
Latin  America. 

Although  little  is  known 
about  the  company,  it  is  gen- 

erally regarded  to  be  one  of 
the  world's  top  grain  traders 
alongside  companies  such  as 

Cargill.  Louis  Dreyfus. 

Bunge  &   Bom.  and  Conti- nental 

Its  name  rarely  appears  in 
the  media,  and  when  a   news 

agency  reporter  telephoned 
the  company  to  ask  why  it 
was  entertaining  the  Cuban 
President,  an  official  noted 

that  the  visit  was  at  Mr  Cas- 
tro’s request.  Andrt  was  one 

of  Cuba’s  big  trading  part- 
ners and  it  was  “perhaps  a 

sign  that  he  appreciates 

companies  like  ours  which 
trade  with  Cuba,  even 

though  it  has  not  always 

been  that  easy”. Andre,  which  operates  in 
more  than  70  countries,  is 
not  the  oldest  Swiss  trading 

house:  Zurich's  SiberHegner 
Group  was  founded  in  Japan 

in  1865,  two  years  after  Swit- zerland’s first  trade  mission 

to  visit  there.  It  began  han- 
dling imported  European 

products  in  Japan  and 

exporting  silk  in  return.  By 
1921  it  had  opened  an  office 

in  Shanghai. 
In  some  respects  SiberHeg- 

ner’s  history  mirrors  that  of 
the  old  British  trading 

houses,  such  as  Swire  and 
Jardine  Matheson.  which 
made  tbeir  fortunes  from 
trade  with  eastern  Asia.  It 

describes  itself  as  an  inter- 
national trading  and  market- 

ing group.  Two-thirds  of  its 
1400  staff  are  based  in  east- 

ern Asia  and  only  120  in 
Switzerland. 

Many  of  the  22  companies 

International  Trading 

Houses  were  set  up  to  han- dle the  overseas  sales  of 
Swiss  exporters  which  could 
not  afford  to  set  up  their 

own  overseas  sales  network. 

Over  the  years  tbe  busi- nesses have  gone  in  different directions.  Oettinger,  based 

in  Basle,  has  become  a   lead- 
ing importer,  exporter,  and 

wholesaler  of  tobacco  prod- 
ucts. Most  cigar  affidonados 

will  know  of  the  Davidoff 

brand  but  few  will  have 
heard  of  Oettinger.  Davi- 
dofTs  Basle-based  owner. 

Not  all  tbe  trading  houses 

are  in  big  cities  such  as  Zur- 
ich, Basle,  and  Lausanne. 

Paid  Reinhart,  which  trades 

been  International  traders. 

But  unlike  the  British  and 
Dutch,  the  Swiss  never 
owned  overseas  colonies, 

which  probably  helped  their 

sales  pitch.  As  a   neutral 
country  they  are  free  to 
trade  with  anyone,  and  Swit- zerland's banking  industry 

has  also  helped  oil  the 
wheels  of  international 

trade.  The  country’s  multi- lingual  culture  is  also  an 

asset. 
SiberHegner,  which  earned 

SFrSm  after  tax  on  sales  of 
SFrLlbn  in  1997.  to  one  of 

the  few  companies  to  dis- 
close its  profitability.  How- 

ever, according  to  Switzer- land’s balance  of  payments 

leafing  Swiss  trading  companies Cempao/ 
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In  raw  cotton  and  has  offices 

ranging  from  Tashkent  to 

Dallas,  is  based  in  Winter- thur. The  Zuellig  Group, 

which  has  10,000  staff  and 

operates  throughout  eastern 
Asia,  is  based  in  Rapper- 
swill,  a   lakeside  town  25 
miles  east  of  Zurich. 

Over  time  they  have  been 

joined  by  a   new  generation 
of  Swiss-based  international 
traders.  The  best  known  is 

Marc  Rich,  a   Belgian-born billionaire  who  made  the 
headlines  after  falling  out 

with  the  US  tax  authorities. 
He  is  based  in  Zug  and  to 

building  a   second  commod- 
ity trading  empire  which 

bad  1997  sales  of  JA5bn.  His 

first  business,  now  renamed 

Glencore  and  also  based  in 

Zug,  has  annual  turnover  or more  than  $40bn,  and  trades 

in  everything  from  base  met- als to  soft  commodities. 
Tbe  Swiss,  like  the  British 

statistics,  “merchanting" contributed  SFrl.2hn  to 
Switzerland's  1997  services balance.  It  may  be  smaUjj, 

compared  with  the  overseas^ earnings  of  the  banking  sec- 
tor, but  It  compares  with  a 

net  contribution  of  SFrLSbn 
from  tourism  and  SFrtLSbn 

from  transportation. 

Can  they  survive?  The  eco- nomic problems  in  Asia,  the 

rise  of  multinational  compa- 
nies. and  the  explosion  of 

commercial  information  on 
the  internet,  have  reduced 

the  need  for  Swiss  middle- men. However,  SiberHegner 
survived  the  1923  Yokohama 
earthquake,  which  destroyed 
its  headquarters,  and  tbe 1929  Wall  Street  crash, 

which  did  the  same  to  its 
balance  sheet  So  it  seems 

likely  that  Switzerland's secretive  international  trad- 

ers can  weather  the  world's current  economic  problems. 

VICTORINOX  AND  THE  SWISS  ARMY  KNIFE  by  Christopher  Hill 

A   cut  above  the  rest 
Tough  competition  and  tough  markets,  but  output  is  still  strong 

If  the  Swiss  Army  Knife, 

long  coveted  by  schoolboys around  tbe  world,  had 
been  christened  the  Swiss 

Army  Tool  it  might  never 
have  become  one  of  Switzer- 

land's great  export  success 
stories. 

These  days,  Victorinox  - the  Swiss  company  which 
makes  the  Original  Swiss 

Army  Knife  -   refers  to  many of  its  new  products  as 
“tools”  so  as  not  to  fall  foul 

of  military  arms  embargoes 

in  the  more  than  100  coun- 
tries where  it  sells.  But  the 

heart  of  the  business  is  still 
tbe  production  of  its  pocket 

knife. One  hundred  years  ago,  a 
cutler  named  Carl  Elsener, 

living  in  the  Mythos  moun- tains In  the  impoverished 

Canton  of  Schwyz,  Invented 

a   compact,  multi-purpose 

knife. Today,  the  scale  of  produc- 
tion has  altered  dramatic- 

ally. With  950  employees,  the 

factory  at  Ibach  turns  out 
34,000  Swiss  knives  a   day,  as 

well  as  an  even  greater  num- 
ber of  other  tools. 

Victorinox  is  still  private- 

ly-owned by  the  Elsener  fam- 

ily. The  76-year-old  Carl Elsener  in  is  active  in  the 

business,  working  alongside his  son  In  the  same  office. 

Unlike  many  Swiss  compa- 
nies it  has  derided  to  keep 

production  firmly  based  in 
Switzerland.  This  is  partly  to 

ensure  that  quality  -   its 
main  selling  point  —   remains 

the  same,  but  also  to  main- tain  employment  in  the 

region. 

It  intends  to  remain  a   pri- 

vate company  and  finance 
its  growth  from  its  own resources.  But  Victorinox  is 

not  immune  to  global  compe- tition, and  has  had  to  fight 
to  maintain  its  position  as  a 
world  leader.  With  a   global 

turnover  of  SFr227m  in  1997, 

It  exports  90  per  cent  of  its 

production. 
Turnover  doubled  between 

1982  and  1992  but  since  then 

the  going  has  been  harder.  It 
has  also  had  to  face 
increased  competition  from 
cheap,  imitation  Imports 
from  eastern  Asia. 

One  way  of  responding  has 
been  to  introduce  new  prod- 

ucts. Tbe  traditional  knife. 

the  mainstay  of  the  busi- 
ness, now  comes  in  400  dif- ferent models,  providing  par- 

ticular features  for  any 

special  interest  group  from 

sailing  to  roller-blading. 

There  is  even  an  “equestrian 
model”  for  getting  stones  out 

of  horses'  hooves.  The  top-of- t he- range  Swiss  Champ  is 

virtually  a   pocket  tool  kit 

with  33  functions  and  weigh- 
ing just  185  grams. 

Victorinox  also  has  its  eye 
on  the  fashion  market,  prod- 

ucing its  knives  in  20  differ- ent colours.  One  of  the  latest 

products  is  a   key  ring  knife 
including  a   ball-point  pen 

and  a   Small  illuminator. Apart  from  promoting  its 
lesser-known  range  of  house- 

hold knives,  Victorinox  is 
resting  its  main  hopes  for 

expansion  on  its  two  latest 
products,  the  Swiss  Tool  and 
the  Swiss  Card.  The  former 

to  a   luxury  compact,  multi- 
function tool  with  23  func- 

tions. including  a   pair  of  pli- 
ers. The  latter  is  a   card  with 

10  functions  ranging  from 

scissors  to  a   toothpick,  and 
fits  into  a   flat  wallet  rather 
like  a   credit  card. 
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SANDOZ  FAMILY  FOUNDATION 

Traditions  now  blend  with 
an  entrepreneurial  spirit When  it  comes  to  wealthy 
Swiss  institutions,  the 
Sandoz  Family  Foundation 
has  few  equals,  its  4.2  per 
cent  stake  in  Novartis,  the 
Swiss  pharmaceuticals 
group,  is  worth  SFrfibn,  and it  ranks  as  one  of  the  10 
richest  foundations  in  the 
world. 

The  Sandoz  Foundation 
was  founded  in  1964  by 
Edouard  Marcel  Sandoz.  son 
of  the  Swiss  drug 

company’s  founder,  it  did 
not  shed  any  light  on 
its  activities  until  a 

year  ago  when  its  chairman, 
Pierre  Landolt  -   eldest  son 
of  the  Sandoz  heir  - 
decided  that  it  was  time  to 

go  public. “We  responded  both  to  a 
will  from  the  inside  and 

pressure  from  the  outside," says  Pierre  Landolt  a 
51 -year-old  Swiss  citizen 
bom  in  Paris  and  who  has 
been  living  in  Brazil  since 
1974.  He  reorganised  the 
foundation  in  1994  with  the 

aim  of  making  it  a   more 
entrepreneurial  operation. Then  came  the  1996 
Novartis  merger  of  Sandoz 
and  Crba,  number  two  and three  in  the  Swiss 
pharmaceuticals  industry, and  the  Sandoz  fortune soared  overnight 
The  foundation  was 

shocked  to  be  immediately 
branded  as  a   speculator  by 
the  more  popular  parts  of 
the  Swiss  media.  “We  had been  faithful  to  only  one 

and  commitment"  The  result 
is  a   rather  odd  mix  of 
investments.  Some,  such  as 
the  refurbishment  of 

Lausanne's  plush Beau-Rivage  Palace  Hotel, 

reflect  the  foundation’s interest  in  restoring 
Switzerland's  heritage.  The 
family  is  also  rebuilding  the 
Riffeialp  Palace,  a   mountain 
hotel  overlooking  Zermatt 
that  burned  down  40  years 

ago,  and  financing  a   SFr12m 
recyclable  wooden  hold  lor 

The  foundation  is  investing  heavily  in 
a   new  brand  of  luxury  watches 

single  share  for  110  years,” says  Mr  Landolt.  But  the 

merger  prompted  the 
foundation  to  take  a   more 

professional  approach  to  the 
management  of  its  financial 
affairs  with  a   dear  message: 
“Create  jobs,  encourage 
entrepreneurship,  excellence 

WINE  by  Giles  MacDonogh 

Good  enough 
to  tempt 

f   a   puritan 
Three  distinct  climates  help  to  produce 
tipples  known  to  only  a   few 
The  old  world  has  now  been 

largely  upstaged  by  the  new 
as  far  as  wine  in  concerned. 

Broad,  easily  identifiable 
fruit  flavours  have  taken  the 

place  of  the  linear,  fruit-add 
driven  wines  which  slaked 

our  thirsts  in  the  past. 

Peaches,  blackcurrants,  apri- 
cots and  cherries:  fruit  cock- 
tails are  what  our  wine  pun- 
dits like  most  now. 

The  French  still  keep  their 
heads  above  water  and  domi- 

nate the  luxury  market. 

Claret  and  Burgundy  com- 
mand impressive  prices  on  a 

market  which  is  as  much 
about  investment  and  kudos 
as  it  is  about  taste.  Other 
parts  of  Europe,  however, 
scarcely  figure  on  wine  lists 

these  days.  This  is  particu- 
larly true  of  Switzerland. 

Swiss  wines  have  existed 
for  millennia,  but  they  have 

always  been  an  insider’s  tip. 
known  to  those,  who  -   for 

one  reason  or  another  - 
have  spent  some  time  in 
Switzerland.  They  under- 

stand the  quasi-infinite  vari- 
ety of  the  country.  From  the 

outside  Switzerland  is  seen 

as  a   more  or  less  homoge- 
neous collection  of  snow- 
capped mountains. 

The  truth  is  subtly  differ- 
ent. Swiss  growers  benefit 

from  three  climates:  Atlan- 

tic, Continental  and  Mediter- 

ranean, each  of  which  pro- 
duce wines  with  widely 

different  characteristics. 

The  famous  physiologist  of 

taste,  Brillat-Savarin,  discov- 
ered the  first  of  these  when 

he  arrived  in  Lausanne  after 

fleeing  the  French  Revolu- 
tion. He  delighted  in  wines 

“as  limpid  as  spring  water 
and  enough  to  tempt  the 

most  fanatical  puritan". 
Those  he  liked  were  possi- 

bly from  nearby  Dezalay. 

where  the  vineyards  tumble 

down  the  cliffs  to  the  lake 
below.  The  dominant  grape 

here  in  the  Vaud  is  the 

much-abused  chasselas. 

which  in  other  countries  is 

known  to  produce  almost 

tasteless  table  grapes.  In  its 

best  Swiss  incarnations  it  is 

transformed  by  the  “three 

suns”,  that  in  the  heavens, 

assisted  by  its  reflections 
from  the  lake  and  the  dry 

stone  walls.  The  result  Is  one 

of  the  world’s  lightest  and 

most  refreshing  wines.  Pon- 

derous it  is  not 
The  Valais  is  the  home  of 

Switzerland's  speciality 
wines.  In  a   world  now  sadly 
dominated  by  Chardonnay 

and  Cabernet,  this  region  of 
central  Switzerland  offers 

collection  of  Indigenous 

grapes  such  as  Arvigne 
Amigne,  red  and  white 

Humagne,  R£ze,  GwSss.  Laf- 
netscha,  Himbertscha,  Cor- 

el alio  and  Durize,  all  of 

which  are  capable  of  reviv- 
ing languid  palates. 

It  also  successfully  vlnifies 
the  less-rarified  red,  grey 
and  white  pinots,  gamay  and 

syrab,  making  wines  which 
-   even  if  they  lack  the 
weight  and  complexity  of 

Burgundy  -   are  of  very  con- 
sistent quality.  The  key  here 

is  the  warm,  dry  Foehn  wind 
which  combines  with  a   con- 

tinental climate  to  give  the 

Valais  a   long  growing  sea- 
son. Picking  late  also  per- 
mits locals  to  make  some 

sweet  wines  from  over-ripe, 
shrivelled  grapes. 
The  German-speaking  east 

is  far  more  atomized.  Vine- 
yards are  packed  into  the 

narrow  valleys  wherever  the 
soil  and  exposition  are  right. 
The  dominant  red  is  Pinot 
Noir,  backed  up  by  good 

Pinot  Blancs  and  Chardon- 
nays  which  have  something 
of  the  same  body  as  wines 

from  across  the  Austrian 
and  Badenese  borders. 
In  Bad  Ragaz  I   once 

enjoyed  a   picnic  in  the  gar- den of  an  architect  who 
owned  nine  hectares  of 
vines.  His  wines  were  a   real 
discovery,  bnt  he  had  no 

need  to  blow  his  own  trum- 
pet: as  soon  as  they  were  in 

bottle  the  local  Michelin- 
s tarred  restaurant  bought 

the  lot 
The  Mediterranean  climate 

surfaces  in  Italian-speaking 

Ticino  in  the  south.  Extra 

warmth  and  sunshine  has 

meant  success  Tor  the  red 

merlot  grape  which  in 

France  and  California  tends 

to  ripen  only  in  hot  regions 
such  as  Bordeaux  and  the 

Napa  Valley. 

The  problem  of  Swiss  wine 

is  that  the  Swiss  themselves 

are  more  than  happy  to  con- 

sume their  entire  produc- 
tion. And  that  still  only 

accounts  for  half  of  the  wine 

they  drink. 
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Switzerland’s  2001  Expo  in 
Neuchatel,  “We  refuse  to 
beHeve  that  the  great  era  of 

Swiss  hoteliers  is  gone,” says  Olivier  Vemey,  the 

foundation's  secretary. 

The  foundation's  love affair  with  old  hotels  is 
mirrored  in  its  newspaper 

interests.  The  family  had 

been  long-time  shareholders 
of  the  Gazette  de  Lausanne, 
which  was  swallowed  by  the 

Journal  de  Geneve  in  1991. 
The  latter  had  an 

international  profile  but  a 
poor  balance  sheet  and 
repeatedly  asked 
shareholders  for  more 

money.  Meanwhile, 

Edipresse,  Switzerland's second-biggest  publisher, 
had  launched  a   witty  and 

politically  incorrect  rival  — Le  Nouveau  Quotidien. 
When  the  Sandoz 
Foundation  was  asked  yet 

again  to  bail  out  the  Journal 
de  Geneve  it  made  clear  it 
favoured  a   merger  of  the 
two  foes. 

The  disappearance  of  the 
Journal  de  Geneve  caused 
much  heart-searching, 

especially  among  Geneva's intellectual  establishment. 
But  the  new  paper  -   Le 

Temps  -   has  settled  down 
well  and  has  just  about 
broken  even  financially  in  its 
first  year  on  ran  average 
circulation  of  52,000  copies. 

The  paper’s  chairman  is David  de  Pury,  a   merchant 
banker  and  former 
co-chairman  of  ABB,  who 
has  dose  ties  with  the 
Sandoz  Foundation. 

Le  Temps  may  be  one  of 
the  most  visible  Sandoz 
investments  but  it  is  not  the 

most  important  nor  will  it 

bring  the  best  return.  Pierre 
Landolt’ s   passion  for 
watches,  and  hfs  friendship 

Pierre  Landolt 

The  merger  of  Sandoz and  Ciba  led 
to  a   dear  message 

‘Create  jobs,  encourage 
entrepreneurship, excellence, 

and  commitment1 Photo:  Strates 

with  watchmaker  Michel 

Parmigianj,  has  prompted 
the  foundation  to  invest 
heavily  In  a   new  brand  of 
luxury  timepieces. 

The  two  most  prominent 
commitments  are  in  private 
banking  and 

telecommunications. 

In  1994  the  foundation 

acquired  Banque 
Scandrnave  en  Suisse,  which 
was  renamed  Banque 

Edouard  Constant  it  has 
been  restructured,  but  its 

growth  ambitions  have  been 
tempered  after  a   dispute 

over  strategy  with  its  Zurich 

sister-bank  which  led  to  the 

latter  going  alone.  The 
foundation's  private  banking 
interests  extend  as  far  afield 
as  Brazil  where  it  owns 

Citco,  which  specialises  in 
"multinational,  high-standard 

clients". 

The  foundation  is  also 

keen  to  break  into  the 
telecoms  business.  It  failed 

to  win  one  of  Switzerland's new  mobile  phone  licences 

last  year  but  was  able  to 

buy  majority  control  of 
Interoute 
Telecommunications,  a 

London  telecoms  operator.  It 

hopes  to  generate  SI  bn  of sales  and  with  Sandoz 
backing  aims  to  grow  In East  and  Central  Europe, 
South  America  and  Far  East 
The  foundation  has  also  paid 

SFr300m  to  add  World Online,  a   fast  growing  Dutch 

internet  service  provider,  to 

its  expanding  telecoms 

portfolio. 

When  Pierre  Landolt  is  not 

worrying  about  the  Sandoz 

f zanily  fortune  he  can  be found  tending  another  great 

passion  -   his  farm  in northern  Brazil.  There  he 
likes  to  concentrate  on 
projects  to  enhance  the  local 

population's  ability  to sustain  its  needs  without 
threatening  the  ecological balance.  Axial,  an 

investment  bank  he  controls, 
focuses  on  biodiversity  and 

sustainable  development 
projects.  It  recently  signed deals  with  Peugeot,  the 
French  carmaker,  and  the 

Brazilian  authorities  to 

promote  pollution- conscious industrial  behaviour.  Mention 
the  subject  of  new  seeds and  there  is  no  stopping 

him. 

Thierry  Meyer 

Global  Private  Banking 

We 
SPECIALIZE  IN 
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THE  LONG-TERM  KIND. 

HeaJquarters  of  Republic 

National  Bank  of  Note  York 
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In  this  age  of  electronic  mail  and  digital  every- 

thing, private  hanking  hy  Republic  is  still  a   matter  of 

personal  relationships. 
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Republic's  success,  worldwide. 
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your  own  personal  Account  Officer,  someone  you  can 

count  on  to  look  after  your  interests.  He's  there  to 

evaluate  investment  opportunities,  warn  you  against 

pitfalls,  and  make  certain  your  instructions  are  carried 

out  to  the  letter. 

It  is  a   long-term  relationship  based  on  genuine 

concern  and  commitment  -   the  rare  combination  that 

makes  Republic  a   truly  one-of-a-kind  hank. 
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;   TOURISM  by  William  Hall      

Paying  the  price 
for  slow  change 

'   Revenues  from  foreign  visitors  have  played  a   vital  role  In  the 

country’s  economy  for  decades.  But  tourist  habits  change . . 
Switzerland  has  always  been 

a   magnet  for  tourists.  Its 

mixture  of  grand  Alpine 

peaks  and  peaceful  lakes, 

comfortahle  family-run 
hostelries,  and  efficient 
mountain  railways  has 

made  it  one  of  Europe's -inos£  popular  tourist 
destinations. 

■■  The  English  were  the  first 

to  spot  Switzerland's  tourist potential.  Lord  Byron  and 
Ruskin  helped  popularise 
the  Alps  with  their  writing. 
Sir  Arthur  Conan  Doyle,  the 
British  detective  story 

writer,  turned  Switzerland’s Reichenbach  falls  into  a 
shrine  for  Sherlock  Holmes 
fans  after  he  chose  it  as  the 

place  for  Holmes'  last desperate  struggle  with 
Professor  Moriarty  in  1891. 

Sir  Henry  Luun  fell  in  love 
with  MUrren.  a   small 
mountain  village  in  the 
Bernese  Oberland,  and 

'helped  trigger  Switzerland's 
development  as  one  of 

Europe's  top  ski  areas.  The 
early  development  of  St 
Moritz,  arguably 

Switzerland's  most  exclusive 
big  resort,  owes  a   lot  to  the 
foresight  of  Johannes 
Badrutt.  a   local  hotelier 
whose  family  still  owns  the 

Badrutt's  Palace.  He 
encouraged  his  English 
guests  in  the  summers  of  the 
1860s  that  St  Moritz  could  be 

just  as  much  fun  in  winter. 
Tourists  habits  change, 

however.  Last  year  nearly 
one-third  of  the  7.1m  foreign 
tourists  visiting  Switzerland 
were  German,  12  per  cent 
were  American,  and  only  8 
per  cent  British.  Meanwhile, 
the  rapid  growth  In 

Switzerland's  tourist 
industry,  which  marked  the 
1950s  and  1960s.  came  to  a 
halt  a   long  time  ago. 
For  most  of  the  current 

decade  Switzerland's  tourist 
industry  has  been  declining 
rather  than  growing. 
However,  the  six-year  fall  in 
overnight  stays,  a   popular 
industry  benchmark,  was 
stemmed  in  1997  when  stays 

rose  3.7  per  cent,  to  SOAni- 
Last  year,  they  rose  another 
3.2  per  cent,  to  31.8m.  But 
the  figure  is  still  11  per  cent 
below’  its  1990  peak,  and  also 
below  the  level  of  30  years 

ago. Switzerland's  strong 
currency  has  not  helped.  It 
has  contributed  to  an  image 
abroad  that  the  country  is  a 
relatively  expensive  one  for 
tourists.  The  poor  snow 
conditions  during  several 
recent  winters  and  the 

steady  fall  in  international 
air  fares  has  led  to 
Switzerland  facing 
increasing  competition  from 
more  distant  and  cheaper 
winter  and  summer  resorts. 
Ironically,  this  year 

Switzerland  has  had  its 

biggest  snowfall  Ln  decades. 

The  decline  has 

been  partially 

cushioned  by 
building  up 

a   new  market 

But  the  media  coverage  of 
avalanches  and  stranded 
tourists  has  led  to  holiday 
cancellations.  The  Swiss 
tourist  industry  estimates 
that  it  lost  over  SFrSOOm,  or 

10  per  cent  of  its  winter 
takings,  because  of  the  bad 
weather  in  February.  Resort 
operators  are  now  hoping 

they  can  recover  some  of 
their  losses  by  extending  the 
season  for  a   few  weeks  after 
its  traditional  close  in  early 

April. Switzerland  has  been  able 

to  partly  cushion  the  decline 
in  its  tourist  Industry  by 

building  up  a   new  customer 
base  in  eastern  Asia, 

Lucerne  and  the  Jungfrau 
region  have  become  popular 
tourist  attractions  for 
Japanese  visitors.  The 
number  of  Japanese 
overnight  stays  more  than 

doubled  in  the  1980s  and 

peaked  at  just  under  900.000 
In  1996. 

However,  Japanese 
tourism  has  been  slipping 

for  the  last  two  years,  and  in 
1998  the  number  of  tourists 
from  south-east  Asia  fell  36 
per  cent,  to  249,000  in  1998. 
Fortunately.  the 

weakening  of  the  Swiss 
franc  led  to  a   recovery  in 

overnight  stays-  from 
currency-sensitive  countries 
such  as  the  UK  (up  15  per 

cent).  Italy  (13  per  centj,  and 
the  US  (11  per  cent). 
Switzerland  is  not  as 

dependent  as  Austria,  its 
German-speaking  neighbour, 
on  tourism.  But  based  on  the 

OECD's  latest  international 
tourism  survey  it  is  far  more 
reliant  on  tourism  than  most 
European  countries.  Credit 
Suisse  estimates  that  it 
accounts  for  5.6  per  cent  of 

the  country’s  gross  domestic 
product,  and  in  1997 
SFril.5bn  was  earned  from 
foreign  tourism. 
Martin  Daepp,  a   senior 

economist  with  Credit 

Suisse,  says  Switzerland  has 
suffered  a   big  loss  of  market 
share  since  the  1970s.  Part  of 
this  is  unavoidable  as  tourist 
preferences  have  changed  in 
traditionally  important 
markets  such  as  Germany 
and  France.  But  part  of  it 
also  reflects  the  slow  pace  of 
change  and  under 

investment  in  Switzerland’s tourist  industry. 
There  is  too  much  old 

hotel  capacity  which  is 
preventing  the  building  of 
more  modern  facilities 
which  appeal  to  younger 

visitors.  Switzerland's  old 
hotels  are  part  of  its 
undeniable  charm,  but  they 
are  catering  to  an 
increasingly  older  clientele. 
Fortunately  for 

Switzerland  the  success  of 
the  rest  of  its  economy 
means  that  there  is  less 
pressure  on  Us  tourist 
industry  to  prove  that  it  can 
adjust  to  the  changes  in  the 
global  tourist  market  place. 

CULTURE  by  Andrew  Clark 

Lucerne’s  temple  to  music Music- lovers  should  no  longer  leave  this 

city's  summer  festival  disappointed.  The 
new  centre  has  transformed  its  status 

Sweetness  and  light  the  auditorium  has  balanced  sound  quality 
everywhere  and  a   wonderful  night-sky  ceffing 

Once  a   year  the  music  world 
descends  on  Lucerne  for  Its 
star-studded  summer 
festival.  Until  recently,  the 
music  world  always  went 

away  disappointed  because 

Lucerne's  squat  Kunstbaus 
could  never  do  justice  to  the 

quality  of  music-making generated  by  its  guest 
artists. 
The  inauguration  last 

summer  of  a   new  cultural 
and  congress  centre  changed 
everything.  It  instantly 

transformed  Lucerne's status  on  the  International 
music  tour,  and  gave  the 

people  of  this  central  Swiss 
canton  a   boost  of  confidence. 

Unlike  most  20th  century 

performing  arts  venues,  the 
new  hall  is  neither  \1sual 
conceit  nor  functional 
monstrosity.  Designed  by 
the  French  architect  Jean 
Nouvel  and  the  American 
acoustician  Russell  Johnson, 
it  represents  a   happy 

marriage  of  artistic  ideals 

and  practical  imperatives. 

Surrounded  by  Alpine 
views,  it  boasts  the  most 

spectacular  setting  of  the 
world’s  leading  concert 
halls,  and  Mr  Nouvel  has 
responded  with 
uncharacteristic  restraint: 

his  building  harmonises 
with,  rather  than  dominates, 
its  surroundings. 
But  the  real  miracle  lies 

within.  The  acoustic 

engineered  by  Mr  Johnson 
easily  matches  the  wonders 
of  Birmingham's  Symphony 
Hall  in  England,  on  which 
Mr  Johnson  worked  so 

profitably  a   decade  earlier. 
The  difference  is  that  the 
Lucerne  hall  is  more 
intimate  and  elegant. 

You  might  wonder  what 
this  SFr205m  jewel  is  doing 
in  a   provincial  city  of  only 

60.000  people.  Shut  off  from 
the  musical  mainstream  for 
most  of  the  year.  Lucerne 

has  yet  to  answer  the 
question  satisfactorily:  the 

programme  for  the  winter 
months  consists  mainly  of 

bargain-basement  imports 
and  community  promotions. 
True,  there  are  regular 

concerts  by  the  local 
orchestra,  and  touring 

ensembles  have  begun  to 
include  it  on  their  itinerary. 

But  the  hall's  raison  d'etre  is 
the  festival,  which  has  now- been  expanded  to  include 

symphony  concerts  at  Easter 

and  a   piano  extravaganza  in November. 

The  only  way  the  festival 
could  get  a   new  building  was 

to  tie  it  to  Lucerne's ambitions  as  a   tourist  and 
conference  centre.  In  a 
country  where  every  major 

spending  initiative  needs 
local  endorsement  at  the 
ballot  box  that  meant 

« raving  to  the  wid
est  nmJge 

if  interest  grou
ps,  from loteliers  to  yodeffin
s  elute, 

bat  they  had  a   st
ake  in  the 

udlding.  The  resul
t  is  more 

ban  just  a   concert
  ball- 

when  construction  is 

Hal iO,  ,,  . 

All  are  housed  behi
nd  a 

facade  of  glass,  steel-
mesa 

and  aluminium, 
 ana 

sheltered  by  8   
va®t 

pagoda-like  canopy  -   the 

buildlnff’s  only  concession
  to 

monujnentahsm. 
Reaching  unsupported  for 

30  metres  towards  the
 waterside,  the  canopy  not 

only  offers  shelter  from  t
he 

elements,  but  harmonises 

the  building  with  the horizontal  expanse  of  the 
lake.  It  invites  you  to  spend 

the  intervals  outside  -   for which  purpose  a   long, 

open-fronted  bar  has  been 
furnished. 

That  is  just  as  well, 

because  Mr  Nouvel  does  not 

seem  to  want  anyone  to  Un- ger en  route  to  the  concert hall.  Shielded  by  the  canopy, 

the  outside  balconies  are 

denied  the  prospect  of  moun- tains and  sky,  and  the  tiny 
foyers  are  almost  as  darkly 

idiosyncratic  as  Mr  Nouvel 's opera  house  at  Lyons. Once  inside  the  moulded 
shoebox  auditorium,  all  is 
sweetness  and  light,  it  is  a 

bit  like  a   private  temple  to 

music,  with  off-white  plaster walls,  wooden  organ  gallery, 
and  a   night-sky  ceiling  of 

unparalleled  height. 
The  1.840  capacity  <420  less 

than  Birmingham)  is  Mi 
Johnson's  ideal  -   a   bit  small 
for  an  international  festival, 

but  unlike  Baden-Baden's 
ill-fated  new  festival  theatre, 

not  so  big  that  U   will  embar- 
rass users  in  off-season. As  for  sound  quality,  you 

do  not  get  much  more  truth- ful than  this.  It  is  transpar- 
ent. gently  resonant,  and quite  unforgiving,  but  with 

the  same  balance  wherever 

you  sit.  Mr  Johnson's  trade- mark echo-chambers, 
painted  an  infernal  red,  are 

the  key  to  the  hall's  acoustic flexibility. 
At  Lucerne.  20th  century 

concert  hall  design  has 

finally  come  good.  Here  is  a 

meeting-point  of  art  and  sci- 
ence, the  avant-garde  and 

tradition  -   a   magic  music 

box  to  which  the  well-trav- elled will  wish  to  return 

again  and  again. 

Lombard  Odier 
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